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REVIEW 


OF  THE 


REPORT 


OF  THE 


» 


Pennsylvania  Railroad  Company’s  Investigating 

Committee. 


Adverse  criticism  is  never  at  any  time  a  pleasant  duty,  and  still  less  so  when  it 
must  be  expended  upon  a  production  designed  to  remove  from  the  public  mind 
unfavorable  impressions  concerning  the  management,  worth,  and  stability  of  a 
great  corporation,  whose  influence,  for  good  or  evil,  is  felt  throughout  the  entire 
community.  The  very  magnitude  however,  of  the  interests  involved,  only  renders 
it  the  more  imperative,  that  any  formal  official  statement,  put  forth  to  show  the 
actual  condition  of  the  corporation,  should  be  rigidly  scrutinized,  and  all  misstate¬ 
ments,  fallacies,  and  erroneous  deductions  found  therein,  exposed :  otherwise,  the 
undetected  presence  of  such,  in  a  document  of  this  importance,  will  only  inspire  a 
misplaced  confidence,  that  cannot  but  lead,  eventually,  to  wide-spread  ruin  and 
misery. 

The  Report  would  have  been  accepted  with  less  suspicion,  had  those  deputed  to 
prepare  it  been  in  a  condition  to  take  a  strictly  impartial  view  of  the  subject  they 
were  called  upon  to  investigate.  In  this  practical  age,  no  one  is  expected  to 
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acquainted  with  the  financial  history  of  the  Pennsylvania  Railroad  Company,  such 
a  statement  is  certainly  very  surprising.  What,  however,  do  the  Directors  them- 
selves  say  upon  this  point  in  their  Report,  December  31,  1873?  At  page  34  of 
that  Report,  we  read — “  On  the  completion  of  the  road  to  Pittsburg  with  a  single 
track,  there  was  left  from  the  net  profits  of  the  railroad  $287,431,  which  amount, 
under  the  provision  of  the  charter,  was  credited  to  the  cost  of  construction.”  On 
the  same  page  the  Directors  use  the  following  unmistakable  language — “  The 
surplus  income  of  this  Company  has  gradually  accumulated  to  an  amount  which, 
after  charging  the  whole  expenditures  made  by  it  in  connection  with  the  “  Southern 
Railroad  Security  Company,  to  profit  and  loss,  as  we  did,  after  the  panic  of  1857, 
with  a  similar  investment  made  in  the  Cincinnatti  &  Marietta  Railway,  leaves 
still  to  the  credit  of  income  account,  the  large  sum  of  $8,842,565.43,  all  of  which 
is  represented  by  disbursements  on  your  railroad  and  its  connections.”  Here, 
then,  the  twenty-nine  millions  of  the  Committee  dwindle  down  before  the  highest 
official  authority,  to  less  than  nine  millions  ;  and  thus  it  appears  that  the  road, 
instead  of  costing,  as  is  elaborately  argued  in  the  Report,  $55,743,861,  cost,  all 
told,  including  surplus  income  expended  upon  it,  $35,417,038,  or  twenty  millions 
three  hundred  thousand  dollars  less  than  the  fanciful  estimates  in  the  Report. 

Conscious  of  having  drawn  heavily  upon  public  credulity,  the  Committee 
endeavor  (page  24)  to  prove  that  at  the  figures  given  by  themselves,  the  cost  of  the 
994.  miles  of  single  track  comprised  in  the  Pennsylvania  Railroad,  averaged  only 
$56,080  per  mile.  When  making  this  assertion,  the  Committee  carefully  abstained 
from  admitting  (as  they  do  page  98)  that  one  of  the  most  valuable  and  costly 
sections  along  the  line  of  the  road,  was  bought  from  the  State  at  a  great  reduction 
below  its  actual  cost.  The  Committee  also  omitted  to  state,  for  the  benefit  of  the 
general  reader,  that  after  the  right  of  way  has  been  bought,  the  roadway  made, 
the  necessarily  first  expensive  engineering,  including  tunnelling,  completed,  and 
many  of  the  stations  built,  the  cost  attendant  upon  laying  every  subsequent 
track  on  the  same  road-bed,  is  reduced  to  less  than  half  what  it  costs  to  build  the 
road  and  lay  the  first  track.  A  practical  illustration  of  what  the  road  actually 
cost,  is  furnished  by  that  portion  of  it  known  as  the  Harrisburg,  Mt.  Joy  &  Lan¬ 
caster  Railroad.  This,  with  its  double  tracks,  sidings,  and  branch  from  Columbia 
to  Middletown,  comprised  in  i860  (when  it  became  a  part  of  the  Pennsylvania 
line),  73  miles,  and  cost  $1,882,550,  or  $25,800  per  mile;  there  were  1,100  feet  of 
tunnelling,  and  2,244  feet  of  bridging  done,  which  indicate  that  the  constructors  of 
it  encountered  no  slight  difficulties.  This  road  also  illustrates  another  point  con¬ 
nected  with  the  cost  and  worth  of  the  Pennsylvania  main  line ;  although  included 
as  a  portion  of  that  main  line,  it  was  built  by  an  independent  company  from  whom 
it  is  leased  for  999  years,  and  to  whom  an  annual  rental  is  paid ;  hence  the  money 
expended  upon  it  by  the  Harrisburg  &  Lancaster  Company,  forms  no  part  of  the  out¬ 
lay  incurred  for  constructing  the  Pennsylvania  main  line,  though  the  Report  leaves 
the  contrary  to  be  inferred.  From  this  it  may  be  readily  understood  how  a  road  360 
miles  long  may  seem  to  have  been  very  cheaply  built,  when  important  parts  of  it  crea¬ 
ted  at  the  expense  of  different  companies,  are  leased  to  one  controlling  company,  who 
allows  it  to  be  inferred  that  the  entire  road  cost  no  more  than  what  the  controlling 
company  expended  on  the  portion  built  by  itself.  Bearing  this  in  mind,  it  will  be 
found  that  the  $35,417,038  here  given  as  the  real  cost  of  the  road,  fully  suffice  to 
represent  the  entire  outlay ;  for,  deducting  the  73  miles  which  comprise  the  Harris¬ 
burg  &  Lancaster  road  from  the  994  miles  given  above,  we  have  921  miles  as  the 
number  built  and  bought  by  the  company  ;  of  these,  600  miles  are  second  and 
third  tracks,  which  at  $22,000  per  mile,  cost  $13,200,000,  thus  leaving  $22,217,000 
to  represent  the  cost  of  the  original  321  miles  first  track,  or  $70,000  per  mile ;  but 
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as  a  valuable  portion  of  the  main  line  was  bought  from  the  State  at  a  very  consid¬ 
erable  reduction  from  this  price,  we  find  that  at  the  figures  here  given  ($35,417,038) 
the  portion  of  the  first  track  built  by  the  Company  cost  over  $80,000  per  mile.  If 
we  accept  what  the  Committee  deem  their  moderate  estimate,  it  will  be  found  that 
the  original  321  miles  bought  and  built  by  the  Company,  cost  $140,000  per  milel 
Should  it  be  objected  that  $22,000  per  mile  is  a  small  estimate  for  subsequent  tracks, 
the  reader  is  referred  to  page  30  of  the  Reading  Railroad  Company’s  Report  for 
1873',  and  he  will  there  find  that  twenty-three  (23)  miles  of  additional  track  were 
laid  in  1873  at  a  cost  of  $395,082,  or  seventeen  thousand  two  hundred  dollars  per 
mile  ;  there  is  between  this  and  $22,000  a  wide  margin  for  “  contingencies.” 

The  last  paragraph  (page  24)  of  the  Report,  reads: — “Taking  the  real  cost  of 
road,  embracing  994  miles  single  track,  as  above,  at  $55,743,861,  it  gives  an  aver¬ 
age  cost  of  $56,080,  [The  Committee  say  $45,436,  but  we  correct  these  figures  as  we 
are  obliged  to  do  throughout  the  Report.]  for  one  mile  of  single  track,  which  is  below 
the  average  of  the  best  roads,  but  which  is  represented  on  your  books  at  an  aver¬ 
age  cost  of  $19,7 30 per  mile ,  making  a  total  cost  of$  19,610,223.”  The  part  italicized 
is  simply  untrue  ;  to  have  made  a  proper  comparison,  the  Committee,  when  taking 
from  the  books  of  the  Company  what  purported  to  be  the  cost  of  the  road,  should 
have  included  the  same  items  they  took  (see  Report,  page  24)  to  represent  their 
own  estimate  of  $55,743,861  ;  but  instead  of  doing  this,  they  omitted  the  cost  of  the 
Philadelphia  &  Columbia  Railroad,  Telegraph  lines,  and  Delaware  extension, 
including  Elevator,  amounting  in  all  to  $7,064,250,  thus  making  the  actual  cost  to 
the  Company,  $26,674,475  instead  of  $19,610,225,  as  stated  by  the  Committee.  The 
reader  will  perceive  that  to  magnify  the  productiveness  of  the  road,  there  is 
created  on  paper,  a  surplus  income  of  over  twenty  millions,  which  is  misrepre¬ 
sented  as  having  been  expended  upon  the  road,  and  to  inspire  confidence  among 
the  shareholders  in  the  management  of  the  road,  there  is  deducted  over  seven 
millions  from  the  sum  the  Directors  themselves  say  was  expended,  or  is  still  due, 
for  the  construction  and  purchase  of  the  line. 

On  December  31,  1873,  the  Directors  reported  the  actual  outlay  for  Road, 
Equipment,  Real  Estate,  Buildings,  Shops,  &c.  at  $43,196,075,  and  the  funds  con¬ 
tributed  by  shareholders  to  meet  this  expenditure,  $66,095,275.  [The  amount  given 
by  the  Directors  is  $68,144,475,  but  from  this  we  have  deducted  $2,049,200  of 
Capital  Stock,  which  the  Directors  included  in  their  list  of  assets.]  The  question 
now  arises,  what  is  become  of  the  difference  between  the  sum  expended  and 
that  subscribed,  amounting  to  $22,899,200.  That  it  is  gone  is  evident  enough,  and 
that  it  has  not  been  expended  upon  the  road  is  also  evident.  Where  is  it?  From 
page  108  to  1 12  of  the  Report,  there  is  an  elaborate  argument  to  demonstrate  that 
the  immediate  future  needs  of  the  Company  for  road  improvements,  demand 
nineteen  millions  of  dollars  ;  from  what  source  are  these  additional  millions  to 
be  drawn  ?  Are  we  to  understand  that  the  Stockholders,  in  order  to  finish  the 
work  on  their  road,  for  which  they  have  already  paid  their  money,  will  be  called 
upon  to  make  good  these  twenty-three  millions  squandered  by  the  Directors  ? 
This  is  a  matter  the  shareholders  cannot  ignore  when  selecting  the  future  man¬ 
agers  of  their  road  .particularly  as  seventeen  and  a  half  of  the  twenty-three  millions, 
have  been  sunk  since  December  31  st,  1870. 

THE  EQUIPMENT. 

I  he  items  of  equipment  given  on  page  22  of  the  Report  are  the  same  as  those 
furnished  by  the  Directors,  Dec.  31,  1873.  As  regards  valuation,  however,  there  is 
a  considerable  discrepancy,  as  to  wit: 
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Valuation  in  Report,  . .  $20,098,600 

Valuation  per  Directors’ Report, .  15,333,714 


Excess  of  valuation  by  the  Committee,  ....  $4,764,886 

Every  Railroad  man  knows  that  after  a  car  or  engine  has  been  bought,  paid  for, 
and  used,  if  only  a  week,  it  will  not  bring  the  price  of  a  new  similar  car  or  engine 
on  sale  in  the  workshops  ;  nevertheless,  it  has  been  assumed  in  the  Report  that  the 
more  a  rolling  stock  is  used,  the  greater  becomes  its  market  value.  Had*  the 
equipment  been  appraised  after  the  usual  custom  of  appraisers,  fifteen  per  cent, 
at  least  would  have  been  deducted  wfrom  the  first  valuation,  and  thus  made  it 
$I3,I33,°0°,  or  seven  millions  less  than  the  Report  estimates.  The  reasonable¬ 
ness  of  the  reduction  here  proposed,  is  indicated  by  the  fact  that  the  sharehold¬ 
ers  are  obliged  to  pay  out  of  the  gross  earnings  of  the  road  from  two  to  two  and  a 
half  millions  of  dollars  annually ,  that  the  equipment  may  be  kept  in  an  efficient 
condition.  (Page  413  of  Reports  to  Auditor  General). 

The  apologists  of  the  Committee  say,  to  excuse  the  extravagant  estimates  in  the 
Report,  that  a  larger  percentage  is  annually  charged  off  for  wear  and  tear 
than  actually  takes  place,  and  it  is,  therefore,  easy  to  understand  that  in  course  of 
time,  the  balance  to  debit  of  equipment  account  on  the  books  may  become 
smaller  than  the  present  actual  value  of  equipment. 

The  following  table,  however,  must  satisfy  the  most  partial  friends  that  the 
foregoing  plea  is  in  this  instance  fallacious.  At  the  dates  named,  the  Directors 
officially  reported  to  the  Shareholders,  as  follows  : 


Date.  Locomotives. 

Pass.  Cars. 

Bag.  Cars. 

Freight. 

Road. 

Valued  at. 

Dec.  31,  1873. 

878 

385 

I36 

16,282 

1.307 

$15.333714 

“  31,  1870. 

629 

298 

124 

10,226 

1,012 

6,974, i9T 

Difference, 

249 

00 

12 

6,056 

295 

$8,359,523  !  ! 

After  such  an  exhibit  can  any  one  honestly  maintain  that  the  figures  given  by 
the  Directors  did  not  more  than  fully  represent  the  value  of  the  Penna.  R.  Rd. 
equipment  Dec.  31,  1873? 

It  would  be  well  for  the  shareholders  to  ascertain  how  it  happened  that  the 
equipment  acquired  between  Dec.  31,  1870,  and  Dec.  31,  1873,  cost  over  eight 
millions  three  hundred  and  fifcy-nine  thousand  dollars,  when  the  equipment  on 
hand  Dec.  31,  1870,  cost  only  seven  millions,  though  from  two  and  a  half  to  three 
times  larger  than  the  equipment  afterwards  added. 

The  Shareholders  ought  also  to  inquire  how  much  of  the  equipment  said  to 
have  been  added  since  Dec.  31,  1870,  belonged  to  the  United  Railroads  of  New 
Jersey  when  the  lease  of  these  roads  was  effected,  and  what  if  anything  was  paid 
for  it.  In  1872  when  the  “  United  Roads”  passed  finally  to  the  Penna.  Rail¬ 
road  Company,  there  were  added  to  the  equipment  account  of  the  latter,  the  fol¬ 
lowing  locomotives  and  cars,  which  we  value  at  the  extreme  prices  given  on  page 
22  of  the  Report : 


Locomotives,  (Pass,  and  Frt.,) 

83  @ 

$11,000  . 

.  $913,000 

Pass,  cars,  (1st  and  2d  class,) 

39  “ 

4,000  . 

156,000 

Bag.  “ 

7  “ 

1,750  . 

12,250 

Frt.  “ 

2,878  “ 

550  . 

.  1,583,000 

Road  11 

150  “ 

450  . 

67,500 

Total, 

$2,731,750 
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Now,  Dec.  31,  1871,  the  Directors  valued  the  equipment  at  $7,458,100,  and 
Dec.  31,  1872,  valued  it,  with  the  above  addition,  at  $1 1,154,555,  or  $3,696,454  more 
than  on  Dec.  31,  1871  ;  but  we  have  just  shown  that  the  added  equipment,  even 
when  valued  at  the  extreme  prices  adopted  in  the  Report,  did  not,  if  made  or 
purchased  by  the  Penna.  Railroad  Company,  cost  more  than  $2,731,750  or 
nearly  a  million  dollars  less  than  what  the  Directors ,  in  their  Report,  Dec.  31, 
1872,  value  it  at. 

If, .however,  this  additional  equipmentwas  obtained  from  the  “United  Companies” 
as  a  condition  of  the  lease,  then  the  $3,696,454  added  Dec.  31,  1872  to  the  equipment 
account,  was  a  gratuitous  increase  to  the  assets  of  the  Penna.  Railroad  Company. 
This  surmise  is  supported  by  the  fact  that  the  Directors  in  their  Report  for  1872, 
show  a  balance  to  the  credit  of  Profit  and  Loss  of  $6,919,154;  now — 


The  balance  to  credit  of  Profit  and  Loss,  Dec.  31,  1871,  was,  $1,253,886 
The  surplus  profits  of  1872  (see  page  25  Directors’  Report)  were,  2,395,423 
And  alleged  additional  cost  of  equipment  in  1872,  3,696,454 


Total,  $7,345,763 

Balance  to  credit  of  Profit  and  Loss,  Dec.  31,  1872,  per  Directors’ 

Report,  $6,919,154 


Difference  to  represent  expenditures  out  of  the  balance  on  hand 

Dec.  31,  1871. .  $426,609 


This  large  balance  so  suddenly  placed  to  the  credit  of  profit  and  loss  account, 
appears  to  have  had  no  other  source  than  that  here  indicated,  in  which  case  one 
cannot  condemn  too  severely  a  system  which  permits  the  placing  against  the 
Capital  account  sums  that  were  never  expended  out  of  it.  If  the  equipment  of  the 
“  United  Companies  ”  can  be#credited.  to  the  Penna.  Railroad  Co.,  why  not  the 
entire  road,  buildings,  &c.,  of  the  Jersey  lines  ? 

The  Shareholders  should  also  ascertain  if  their  Company  really  has  all  the  loco¬ 
motives  credited  to  it  in  the  Report.  The  Reading  Railroad  Co.  had  Nov.  30,  1873, 
an  equipment  equivalent  to  31,694  four-wheeled  cars,  and  400  locomotives,  with 
which  they  transported  of  passengers  and  merchandise  combined,  as  much  as  the 
equipments  of  the  Transportation  Companies  and  Penna.  Railroad  Company  to¬ 
gether  did  over  the  Penna.  Road  (compare  totals  on  page  33  Reading  Report  with 
statement,  page  16,  Penna.  Directors’  Report).  The  latter  had  at  the  same  period 
for  its  own  use  an  equipment  equivalent  to  24,000  four  wheeled  cars  (see  page  41 1 
Auditor  General’s  Report),  but,  strange  to  say,  required  697  locomotives  to  utilize 
that  equipment.  Now,  the  average  rates  of  speed  as  reported  under  oath  by  the 
officials  of  the  two  Companies  to  the  Auditor  General,  were  the  same  on  both 
roads  for  passenger  and  freight  trains  ;  consequently,  the  mileage  accomplished 
within  a  given  time  by  the  trains  of  the  respective  Companies  would  be  equal, 
without  reference  to  any  difference  in  the  length  of  the  two  roads,  which  would 
be  compensated  for,  under  the  condition  given,  by  the  shorter  road  being  more  often 
traversed  than  the  longer.  But  the  Reading  equipment  exceeded  the  Penna.  by 
the  equivalent  of  seven  thousand  four-wheeled  cars,  and  hence  materially 
surpassed  it  in  carrying  capacity,  which  implies  the  necessity  for  a  greater 
motive  power  on  the  part  of  the  Reading  than  on  that  of  the  Penna.  Railroad 
Company.  But  let  us  for  the  sake  of  argument  admit  that  the  Penna.  Rail¬ 
road  Company,  with  25  per  cent,  less  of  equipment,  required,  in  order  to  utilize  it, 
25  per  cent,  more  of  motive  power  than  was  found  necessary  to  utilize  the  larger 
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Reading  equipment,  there  would  still  remain,  after  this  liberal  allowance,  197 
locomotives  to  be  accounted  for,  representing  at  the  Committee’s  valuation  twenty- 
one  hundred  and  sixty-seven  thousand  dollars. 

REAL  ESTATE. 

Under  this  caption  the  value  of  the  land  owned  by  the  Company,  is  estimated 
in  the  Report,  at  an  advance  of  over  two  hundred  per  cent,  on  the  price  the 
Directors  say  was  actually  given  for  it.  After  what  has  been  already  shown  of  the 
partiality  evinced  for  exaggeration,  in  the  Report,  it  would  not  be  surprising  to  find 
upon  examination,  that  a  respectable  portion  of  the  land  here  appraised,  had  been 
already  included  in  the  cost  of  depots,  stations,  shops,  warehouses,  &c.  Taking 
the  estimates,  however,  as  they  appear  on  pages  20-21  of  the  Report,  it  is  evident 
the  Committee  have  not  been  unjust  to  their  reputation  for  liberality.  Lands  located 
from  Philadelphia  to  Harrisburg  are  modestly  averaged  at  about  $9,000  per  acre.  It 
would  be  interesting  to  know  how  many  pieces  of  railroad-land  two  hundred  feet 
square,  located  in  Harrisburg,  will  bring  $9,000  without  the  buildings ,  also  in  how 
many  of  the  small  towns  and  villages,  dotted  between  Philadelphia  and  Harris¬ 
burg,  unimproved  acres  can  be  sold  for  a  price  anywhere  near  $9,000  ;  for  it 
must  be  remembered,  it  is  the  land  only  that  is  appraised.  Land  between  Harris¬ 
burg  and  Altoona  can  be  purchased  all  the  way  from  fifteen  to  one  hundred  and 
fifty  dollars  an  acre  ;  as,  however,  the  Pennsylvania  Railroad  Company  hold 
something  over  four  thousand  six  hundred  acres  of  this  land,  it  is,  according  to 
the  Report,  deemed  to  be  worth  about  four  hundred  dollars  per  acre.  The  esti¬ 
mate  of  $2,600  an  acre  for  some  three  thousand  acres  between  Altoona  and  Pitts¬ 
burg,  must  have  gladdened  the  hearts  and  not  a  little  astonished  the  farmers  of 
that  region.  A  few  hundred  acres  in  the  wilderness  of  the  Indiana  and  Morrison’s 
Cove  branches,  at  $600  per  acre,  complete  a  total  of  8,733  acres,  which  the  Com¬ 
mittee  assert  are  worth  $18,556,022.  The  1,022  acres  claimed  between  Philadelphia 
and  Harrisburg  are  alone  valued  at  two  millions  four  hundred  thousand  dollars 
more  than  the  Directors  say  the  entire  real  estate  cost. 

It  will  be  observed,  the  Committee  give  no  data  or  particulars  concerning  the 
components  of  this  property  whereby  those  familiar  with  the  localities  and  the 
market  worth  of  these  properties  might  verify  their  statements.  The  Committee 
excuse  themselves  (page  20)  from  going  into  these  details,  because  of  the  labor 
involved.  This  plea  might  have  been  accepted  had  the  appraisement  not  exceeded 
a  reasonable  advance  on  actual  cost,  but  when  we  are  told  that  property  costing 
six  and  a  half  millions,  is  really  worth  eighteen  and  a  half  millions,  we  naturally 
look  for  the  proof  of  the  fact  beyond  a  mere  assertion.  The  neglect  of  the  Com¬ 
mittee  to  devote  even  a  page  of  their  Report  to  a  table,  giving  the  situation  of  the 
most  important  properties,  date  of  purchase,  price  paid,  and  present  valuation, 
their  neglect  to  do  even  this  much  evinces  a  consciousness  that  their  estimates  will 
not  bear  the  test  of  analysis.  When  tried  by  the  following  test,  their  conclusions 
are  fond  to  be  utterly  fallacious.  Forty  per  cent.,  or  nearly  one-half  of  the  rea^ 
estate,  has  been  [purchased  within  the  past  five  years;  December  31,  1868,  it 
amounted  to  $3,978,657,  and  December  31,  1873,  to  $6,563,618  ;  now,  in  the  face 
of  a  general  [settling  of  values,  during  the  past  five,  and  particularly  the  last  two 
years,  will  it  be  for  a  moment  believed  that  real  estate  has  advanced  200  per  cent, 
during  that  period  ? 

The  Report  credits  the  Company  with  the  full  amounts  of  these  wild  estimates, 
from  which  it  must  be  inferred  the  real  estate  is  wholly  unincumbered ;  should 
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this  be  so,  is  it  not  singular,  very  singular,  that  with  eighteen  and  a  half  millions 
of  unincumbered  real  estate  at  their  command,  the  Railroad  Company  could  not 
thereon  raise  so  small  a  loan  as  three  millions  to  save  its  credit  in  1873  ? 

Taking  everything  into  consideration,  the  actual  cost  of  the  real  estate,  the 
period  in  which  half  of  it  was  purchased,  and  the  evident  tendency  in  the  Report 
to  exaggerate  values  at  every  opportunity,  taking  all  these  things  into  account,  it 
will  be  very  liberal  to  value  the  six  and  a  half  millions  of  real  estate  at  ten 
millions. 

The  cost  of  the  real  estate  owned  by  the  Reading  Railroad  Company  was, 
November  30,  1873,  $7,408,352.  No  one  will  deny  that  its  large  city  property  is 
very  favorably  located  for  being  influenced  by  whatever  tends  to  appreciate  the 
value  of  land ;  as  for  instance,  the  extensive  grounds  and  wharves  owned  at 
“  Richmond,”  on  the  Delaware  river,  which  have  been  in  possession  of  the  Com¬ 
pany  for  years,  yet  the  present  market  value  of  all  this  property,  costing  the  price 
above  stated,  is  estimated  by  the  Company,  on  page  28  of  their  Report,  at  only 
$10,801,505.  Taking  this  in  connection  with  what  has  just  been  stated  concern¬ 
ing  the  Pennsylvania  Railroad  Company’s  real  estate,  must  it  not  be  conceded 
that  ten  millions  is  a  liberal  estimate  for  property  costing  a  million  less  than  the 
Reading,  particularly  when  this  cost  also  includes  the  outlay  incurred  for  tele¬ 
graph  lines,  and  therefore  to  the  extent  of  that  outlay,  has  nothing  to  do  with  the 
price  paid  by  the  Pennsylvania  Railroad  Company,  for  its  real  estate  ? 

STOCKS  AND  BONDS. 

By  means  of  the  singular  three-rule  method,  already  adverted  to,  it 
is  made  to  appear  in  the  Report,  that  the  Bonds  held  by  the 
Pennysylvania  Railroad  Company  are  worth  ....  $22,045,575 

And  the  Stocks  (after  deducting  the  shares  of  its  own  Stock  held 

by  itself) . .  25,616,312 

Making  the  total  worth  as  per  Report  .....  $47,661,887 

The  shares  the  Pennsylvania  Railroad  Company  alleges  it  holds  of  its  own 
stock  are  deducted  here,  because  they  are  regarded  in  the  light  of  unissued  stock, 
and,  as  such,  have  in  this  Review  been  deducted  from  the  amount  of  Capital 
stock  said  by  the  Directors  to  have  been  subscribed  and  paid  for  by  the  share¬ 
holders,  though  it  is  difficult  to  understand  how,  if  that  amount  was  subscribed  and 
paid  for ,  the  Company  could  hold  $2,049,090  of  it  as  an  asset  ;  we,  however, 
when  making  up  the  account,  give  the  Company  the  benefit  of  this  large  credit. 
Let  us  now  ascertain  how  correct  is  the  valuation  placed,  by  the  Committee,  upon 
the  other  stocks  and  bonds. 

The  income  derived  from  the  bonds  of  other  corporations,  held  by  the  Pennsyl¬ 
vania  Railroad  Company  in  1873,  amounted  in  round  numbers  to  nine  hundred 
and  six  thousand  dollars.  Now,  will  prudent  capitalists  give,  in  even  the  most 
prosperous  times,  more  than  par  for  six  per  cent.  American  railroad  bonds  ;  are 
not  all  such  bonds,  with  very  few  exceptions,  quoted  below  par  ?  If  therefore,  we 
estimate  the  value  of  bonds  which  yield  an  uncertain  annual  income  of  $906,000, 
at  $15,100,000,  will  it  not  be  conceded  the  valuation  is  a  very  liberal  one  ? 

The  income  derived  from  the  stocks  of  other  corporations,  held  by  the  Pennsyl¬ 
vania  Railroad  Company  in  1873,  amounted  to  twelve  hundred  and  ten  thousand 
dollars.  We  have  included  in  this  $480,000,  dividend  from  the  parasite  known  as 
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the  Pennsylvania  Company,  although  the  Report  shows,  page  59,  that  the  Com¬ 
pany  earned  no  dividend  in  1873.  We  have  also  included  $iq2,ooo,  dividend  on 
the  Philadelphia  &  Erie  preferred  stock,  although  the  Report  represents  it  to  be 
comparatively  worthless  :  we  have  also  included  the  stocks  ($1,820,000)  of  the 
Cleveland,  Mt.  Vernon  &  Delaware  Railroad,  and  the  Newport  &  Cincinnati 
Bridge  Companies,  although  these  stocks  were  obtained  gratis  and  are  worthless ; 
still  the  Committee  value  them  at  $130,000.  Now,  will  prudent  capitalists  give,  in 
the  best  of  times,  more  than  par  for  American  railway  stocks  that  yield  no  larger 
annual  dividends  than  eight  per  cent  ?  If  stocks  yielding  this  annual  dividend  are 
quoted  above  par,  is  it  not  always  because  of  something  exceptional  in  the  condi¬ 
tion  or  prospects  of  the  Companies  whose  stocks  are  so  quoted  ;  and  is  it  not,  as  a 
rule,  difficult  to  maintain  an  8  per  cent,  railway  stock  at  par  ?  If,  therefore,  we 
estimate  the  value  of  stocks  which  return  an  annual  non-guaranteed  income  of 
$1,210,000,  aP$i  5, 130,000,  will  it  not  be  conceded  the  valuation  is  every  way  liberal  ? 
To  this  amount  we  add  at  par  the  stocks  of  the  “  Bald  Eagle  Valley,”  “  Connect¬ 
ing  Railway,”  “  Harrisburg  &  Lancaster,”  “Tyrone  &  Clearfield”  and  “Western 
Pennsylvania”  Railroad  Companies;  for,  although,  excepting  two,  the  officials  of 
these  Companies  certify,  under  oath,  to  the  Auditor-General,  that  their  shareholders 
received  no  dividends  upon  their  stocks  in  1873,  yet,  as  these  lines  do,  to  a  certain 
extent,  form  an  integral  part  of  the  Pennsylvania  Railroad  proper,  and  the  ma¬ 
jority  of  their  stock  is  held  by  the  latter  Company,  we  accept  the  dictum  of  the 
Pennsylvania  Railroad  Directors  that  the  shares  of  these  Companies  will  average 
par  in  the  open  market,  and  add  their  par  value,  $3,705,450,  to  the  market  value 
of  the  other  stocks  as  deduced  above,  thus  making  the  value  of  these  stocks  in 

round  numbers . . . $18,850,000 

And  the  true  market  value  of  the  bonds,  .....  15,130,000 


Or  a  total,  in  round  numbers,  of . $34,000,000 


Or  $13,661,887  less  than  the  estimate  arrived  at  by  the  fanciful  method  adopted 
in  the  Report.  A  reference  to  page  16  of  th z  Directors'  Report,  December  31, 
1873,  will  demonstrate  the  correctness  of  the  statement  here  made  of  the  income 
derived  in  1873  from  these  stocks  and  bonds,  including  the  Bald  Eagle  Valley, 
Connecting  railway,  &c. 

The  Directors ,  on  page  47  of  their  Report,  Dec.  31,1873,  admit  that  these 
securities  cost  $50,643,219,  which  means  that  the  Company  has  lost  through  these 
investments  more  tha7i  sixteen  a7id  a  half  77iillions  of  dollars.  They  hope  these 
securities  will,  at  some  future  day,  not  named,  be  worth  their  full  cost ;  but  as  the 
interest  on  the  sum  paid  for  these  securities,  exceeds  the  income  derived  from 
them  by  $666,550  a  year,  the  prospect  of  the  Company  ever  being  able  to 
recover  this  loss  is  not  very  flattering,  particularly  in  the  face  of  a  constant  tend¬ 
ency  on  the  part  of  many  of  these  investments  to  rule  still  lower. 

We  have  not  deemed  it  necessary  to  itemize  all  the  instances  where  the 
valuations  given  in  the  Report  seriously  depart  from  exactness  ;  any  one  with  the 
requisite  knowledge  and  patience  can  do  so  for  himself ;  the  examples  already 
adduced  of  the  Philadelphia  &  Erie,  and  of  the  parasite  stocks,  together  with 
others  hereafter  incidentally  mentioned,  will  suffice. 

On  Dec.  31,  1869  (see  Directors’  Report),  the  stock  and  bond  investments  of 
the  Company  amounted  to  $20,055,741,  but  on  Dec.  31,  1873,  f°ur  years  later, 
these  investments  amounted  to  $50,643,219,  an  increase  within  four  years  of 
thirty  and  a  half  millions.  We  have  already  shown  that  within  the  past  four 
years  the  shareholders  contributed  thirty-two  millions  for  the  purpose  of  aug- 
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meriting  the  carrying  capacity  of  their  road,  and  now  we  discover  the  Directors  to 
have  squandered  during  the  same  period,  a  sum  equally  vast  upon  securities 
which  to-day  will  not  bring  within  sixteen  and  a  half  millions  of  their  cost. 

In  this  connection,  we  would  advert  to  a  significant  item  belonging  to  the  Inter¬ 
est  account.  On  page  415  of  the  Auditor  General’s  Reports,  the  President  and 
Treasurer  of  the  Company  certify  that — 

The  balance  to  debit  of  Interest  account  in  1873  was»  •  •  $407,070 

The  income  received  from  stocks,  bonds,  &c.,  (page  16  Directors’ 

Report)  was, . 2,372,107 


Making  the  total  paid  out  for  Interest  by  the  Company  in  1873,  2>779>i77 

Now  the  Interest  paid  on  bonded  debt  of  the  Company  was  not 

quite,  ...........  2,100,000 

Showing  that  the  Interest  paid  on  other  indebtedness,  exclusive  of 

that faid  to  the  State ,  was,  ......  $680,000 


This,  at  six  per  cent.,  represents  a  debt  of  over  eleven  millions  of  dollars  ;  what  is 
this  debt  ?  Why  is  it  not  represented  in  the  “  General  account  ?  ”  According  to 
this  “  account,”  xkvz  floating  debt  averaged  during  the  year  four  and  a  half  mil¬ 
lions  ;  can  it  be  possible  that  a  Company  with  the  enormous  surplus  assets 
paraded  in  the  Report,  was  obliged  the  year  through  to  pay  15^  per  cent,  for  the 
use  of  money,  when  neighboring  Companies,  who  made  no  such  boasts,  paid 
only  from  six  to  nine  per  cent.,  or  is  there  an  unrevealed  debt  of  seven 
millions  ? 


BOOK  ACCOUNTS. 


The  Report  (page  192)  contains  a  glowing  eulogy  upon  the  system  of  keeping 
the  Pennsylvania  Railroad  accounts ;  a  system  so  perfect  that  even  a  keg  of  nails 
cannot  be  lost  sight  of ;  on  page  12,  however,  the  Report  informs  us  that  the  Com¬ 
mittee  discovered  one  hundred  and  fifty-seven  thousand  dollars  worth  of  material 
that  had  been  “  overlooked ”  when  the  accounts  were  made  up,  and  probably 
would  have  remained  “overlooked”  but  for  the  extraordinary  vigilance  of  the 
Committee.  In  the  presence  of  millions  the  amount  is  insignificant,  but  is  not 
altogether  unimportant  when  contrasted  with  a  keg  of  nails.  With  the  same 
exquisite  system  of  accounts,  originated  that  bill  of  ten  hundred  and  seventy-one 
thousand  dollars  against  the  Philadelphia  &  Erie  Company,  in  1867,  which  con¬ 
tained  a  slight  error  of  six  hundred  and  odd  thousand  dollars,  and  was  settled  in 
full  by  the  payment  of  securities  worth  $470,000. 

A  very  surprising  feature  of  these  book  accounts  is  the  large  amount  ($4,371,440) 
of  cash  on  hand  with  the  treasurer  and  agents,  only  one  month  after  the  Com¬ 
pany  passed  its  dividend  for  the  want  of  three  millions  wherewith  to  pay  it.  The 
necessity  for  such  a  sacrifice  of  credit  when  apparently  so  easily  avoidable,  does 
not  present  itself  to  the  average  intelligence,  and  leads  to  the  disagreeable  infer¬ 
ence  that  these  “  balances  ”  were  more  imaginary  than  real.  It  is  to  be  regretted 
the  Investigating  Committee  failed  to  furnish  us  with  information  upon  so  interest¬ 
ing  and  important  a  matter ;  it  would  have  been  some  satisfaction  had  the  Report 
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told  us  what  institutions  and  individuals  held  these  large  sums  at  a  time  when 
money  was  not  to  be  had  on  hardly  any  terms,  and  the  credit  of  the  Company 
was  becoming  seriously  impaired  both  at  home  and  abroad. 

Of  far  graver  import  than  the  foregoing,  is  the  ominous  silence  of  the  Report 
concerning  the  constituents  which  comprise  that  vast  sum  of  twenty-five  millions, 
which,  on  page  n,  immediately  precedes  the  statement  of  alleged  cash  balance 
on  hand.  We  read  that  this  sum  includes  amount  due  by  the  Philadelphia  &  Erie 
Railroad  Company  ($1,202,000),  also  amount  due  from  the  “  United  Companies  of 
New  Jersey,”  which  proves  to  have  been  nothing  at  all,  because,  on  page  24,  of 
the  Directors'  Report  for  1872,  we  read,  that  to  meet  the  various  expenditures 
necessary  on  account  of  the  Jersey  lines,  these  latter  delivered  to  the  Pennsylvania 
Railroad  Company  three  millions  of  their  “  General  Mortgage  Bonds,”  which 
sum  had  not  by  any  means  become  exhausted  December  31,  1873.  Also,  for  pur¬ 
chase  of  Anthracite  coal  properties — but  excepting  the  Hazleton  property,  the 
sums  expended  on  this  account  are  represented  in  the  Bonds  and  Stocks  already 
enumerated  ;  the  Hazleton  outlay  was  $270,000.  Also  for  purchase  of  equipment 
in  use  on  some  of  their  (railroad)  lines — but  this  had  been  already  comprised  in 
the  equipment  account,  as  the  following  comparison  between  it  and  that  belong¬ 
ing  to  the  Pennsylvania  Railroad  proper,  as!  reported  to  the  Auditor  General,  will 
show  : — 


Locomotives. 

Pass,  Cars. 

Bagg.  Cars. 

Freight  Cars. 

Road  Cars. 

Whole  Equipment  Account, 

878 

375 

I36 

16,272 

B307 

Penna.  Railroad  Equipment, 

697 

310 

I05 

ii»973 

321 

Equipment  on  other  roads, 

l8l 

65 

31 

4,299 

986 

It  is  not  irrelevant  to  remark  here  that  in  no  former  annual  account  were  the 
items  of  Anthracite  properties,  “  and  equipment  furnished  to  other  roads,”  intro¬ 
duced  in  this  portion  of  the  General  account ;  they  were  included  in  the  proper 
departments,  and  not  again  introduced,  as  in  this  instance,  apparently  for  the 
purpose  of  partially  accounting  for  an  immense  sum,  the  specific  items  of  which 
it  was  not  convenient  to  disclose. 

Finally,  are  the  bills  and  accounts  receivable  and  sums  due  from  other  Com¬ 
panies,  which  in  former  years,  up  to  1872,  about  balanced,  what  the  Pennsylvania 
Railroad  Company  owed  to  other  roads  for  like  purposes ;  the  indebtedness  of  the 
Pennsylvania  road  on  this  score  did  not,  December  31,  1873,  exceed  seven  millions, 
to  be  on  the  safe  side  we  will  place  what  was  owing  by  other  roads  on  this  account 
at  ten  millions,  which  makes  a  total  in  round  numbers  of  twelve  millions  to  the 
credit  of  their  “  General  ”  account,  and  thirteen  millions  unaccounted  for,  the 
components  of  which,  for  all  the  information  vouchsafed  by  the  Report,  are  wrapt 
in  impenetrable  mystery. 

The  Committee  could  itemize  the  entire  equipment  of  the  road,  in  order  to 
prove  it  should  be  valued  at  several  millions  more  than  it  is  worth ;  they  could 
also,  page  after  page  of  the  Report,  dilate  on  the  advantages  and  blessings  which 
flow  from  the  encouragement  of  fast  freight  lines,  and  they  could  devote  valuable 
space  to  the  ventilation  of  an  elaborate  argument  to  demonstrate  how  advantage¬ 
ous  it  would  be  to  the  shareholders,  to  entrust  the  Directors  with  nineteen  millions 
more  of  money  ;  but  they  could  not  spare  a  paragraph  to  the  elucidation  of  an 
account  involving  twenty-five  millions.  It  would  not  at  the  utmost  have  required 
more  than  two  pages  of  the  Report  for  a  tabulated  statement,  setting  forth  what 
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these  twenty-five  millions  really  comprised.  The  carefulness  with  which  the  Com¬ 
mittee  have  avoided  the  subject,  can  but  lead  to  the  gravest  of  surmises. 


REVISED  GENERAL  ACCOUNT. 


To  Capital  Stock  paid  in, 
Deduct  Stock  on  hand, 


$68,144,475 

2,049,200 


$66,095,275 

**  Mortgage  on  Real  Estate,  104,509 


By  amount  of  Capital  stock 
disbursed  for  Construction 
of  Road,  for  Equipment, 
and  Real  Estate,  as  per 
Directors'  Report,  .  .  $43,196,075 


$66,199,784 


Capital  Stock  sunk, 
$23,003,709. 


“  Amount  of  Bonded  Debt, 

“  Debt  due  the  State, 

“  Bills  Payable  and  Accept¬ 
ances, 

“  Balance  due  other  roads,  ) 
“  Payrolls  for  Dec.,  1873,  {- 
and  Dividends  due,  j 


$125,511,647 


By  Market  value  of  Stock 


and  Bonds, 

$34,000,000 

“  Phila.  &  Columbia  Rail- 

road, 

$5>375’733 

“  Cash  on  hand, 

(?)  4,371,449 

“  Materials  on  hand, 

(?)  4,788,647 

“  Phila.  &  Erie  Railroad, 

1,202,228 

“  Coal  Properties 

270,000 

“  Amounts  due  from  other 

roads,  say  . 

10,000,000 

“  Amounts  expended  out  of 

Income  for  construe- 

tion,  per  Directors’  Re- 

port,  page  34,  . 

8,842,563 

“  Advance  in  Real  Estate, 

3,436,382 

Loss,  •  <  •  • 

10,028,570 

$125,511,647 


37,639,600 

5,401,675 

4,611,797 

11,658,791 


Capital  Stock  as  above,  66,095,275 

Deduct  loss,  10,028,570 


Value  of  outstanding  shares,  $56,066,705 
Intrinsic  Value  of  shares,  $42^. 

Dec .  31,  1873. 
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THROUGH  FREIGHT  AND  PASSENGER  BUSINESS. 


The  Report  (see  pages  72-75)  contains  an  elaborate  argument  to  prove  that 
the  profits  from  this  business  justify  the  vast  expenditures,  and  onerous  obliga¬ 
tions  incurred  by  the  Directors  to  secure  control  of  the  lines  outside  of  the  State, 
which  bring  this  business.  Let  us  examine  it. 

We  learn  from  the  Report,  page  72,  that  the  total  freight  mileage  over  the  road 
in  1873,  was  1,384,831,970  ;  of  this  the  through  freight  constituted  426,837,739,  or 
thirty-one  per  cent,  of  the  entire  business.  The  total  net  receipts  from  freights  in 
1873  amounted  to  $7,741,358;  of  this,  the  net  earnings  from  through  freight 
constituted  $1,588,642  (Report,  page  73),  or  twenty  and  a  half  per  cent,  of  the 
entire  net  receipts.  Thus  it  appears  that  while  the  through  freight  constituted 
31  per  cent,  of  the  entire  freight  business,  it  yielded  only  20%  per  cent,  of  the 
net  receipts.  Had  the  net  receipts  from  through  freight  been  proportional  to  the 
amount  of  business  it  represented,  the  net  receipts  from  the  entire  freight  business 
would  have  been  $8,917,000,  thirty-one  per  cent,  of  which,  or  $2,764,286,  would 
then  have  represented  the  net  receipts  from  through  freight,  instead  of  $1,588,642. 

The  total  passenger  mileage  in  1873  was  177,479,020  (page  412  Auditor  General’s 
Report),  of  this  the  through  passengers  constituted  70,441,008,  or  nearly  forty  per 
cent,  of  the  entire  passenger  business  (Report,  page  75).  The  total  net  receipts 
from  passengers  in  1873  were  $826,564;  of  this,  the  net  earnings  from  through 
passengers  constituted  $197,258  (Report  page  74),  or  twenty-four  per  cent,  of  the 
entire  net  receipts  from  passengers.  Thus  it  appears  that  while  the  through  pas¬ 
sengers  constituted  nearly  40  per  cent,  of  the  entire  passenger  business,  they  con¬ 
tributed  only  24  per  cent,  of  the  net  receipts.  Had  the  net  receipts  from  through 
passenger  traffic  been  proportional  to  the  amount  of  business  it  represented,  the 
net  receipts  of  the  entire  passenger  business  would  have  been  $1,048,843,  forty  per 
cent,  of  which,  or  $419,537,  would  then  have  been  the  net  receipts  from  through 
passengers  instead  of  $197,258.  We  thus  perceive  that  had  the  net  receipts  derived 
from  the  through  freight  and  passenger  business  been  proportional  to  its  percent¬ 
age  of  the  entire  business  done,  they  would  have  amounted  to  $3,183,823  instead 
of  $1,785,900.  The  difference,  amounting  to  $1,175,644,  between  the  net  earnings 
received  by  the  shareholders  from  through  freight  and  what  the  extent  of  that 
business  called  for,  probably  represents  what  went  into  the  pockets  of  the  Trans¬ 
portation  Companies. 

These  $1,785,900  of  net  receipts  are  characterized  in  the  Report  as  profits. 
Before,  however,  they  can  be  accepted  as  such,  we  must  ascertain  what  are  the 
annual  charges  and  obligations  the  Directors  have  incurred  to  secure  the  business 
which  yields  these  receipts.  In  the  first  place  are  the  stocks  and  bonds  of  out¬ 
side  roads  which  have  been  bought  by  the  Directors  at  a  cost  of  eighteen  mil¬ 
lions  of  dollars  ;  in  1873,  the  interest  on  this  cost,  at  six  per  cent.,  exceeded  the 
income  derived  from  the  investment  by  $639,000.  In  the  second  place,  are — 

The  losses  incurred  from  working  the  Jersey  lines,  .  .  .  $682,688 

“  “  “  “  “  Western  lines  (page  59,  .  .  1,116,119 

“  “  on  account  of  Baltimore  &  Potomac  road,  .  297,000 


Total, 


$2,095,80  7 


And  in  the  third  place  is  the  interest  on  such  proportion  of  the  capital  stock  of 
the  Pennsylvania  Railroad  Company,  which,  according  to  the  Report,  page  74,  is 
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necessary  for  conducting  the  through  freight  and  passenger  business ;  the  amount 
of  this  proportion  is  estimated  in  the  Report  at  $17,786,818,  the  annual  interest  on 
which,  at  six  per  cent.,  is  $1,067,209.  To  recapitulate: — 


Difference  between  Interest  due  and  Income  received  from  outside 

investments,  .........  $639,000 

Losses  incurred  on  business  of  leased  roads,  .  .  .  2,095,807 

Interest  on  capital  of  the  Company  employed  in  through  busi¬ 
ness,  ............  1,067,209 


Total,  3,802,016 

Deduct  net  receipts  from  through  business,  as  per  Report,  .  1,785,900 


Loss  on  through  business  in  1873,  ......  $2,016,116 


This,  however,  does  not  tell  the  whole  tale,  for  in  addition  are  the  guarantees 
of  the  Pennsylvania  Railroad  Company  to  pay  fixed  annual  rentals  to  the  share¬ 
holders  in  the  roads  which  bring  this  through  business  ;  that  the  sum  heretofore 
paid  on  this  account,  compared  with  the  amount  guaranteed,  has  been  small,  is  no 
argument  against  the  fact  that  these  obligations  were  incurred  in  the  interests  of 
the  through  traffic,  and  therefore  cannot  be  ignored  when  taking  into  account  the 
value  of  this  through  business  to  the  Pennsylvania  Railroad  shareholders  as  com¬ 
pared  with  the  expense  and  obligations  incurred  to  secure  it. 

This  unfortunate  state  of  affairs  is  partially  disguised  in  the  Report,  by  bringing 
forward  as  a  set  off,  the  profits  acquired  by  another  Company  out  of  a  separate 
business  in  which  the  Directors  have  speculated.  Had  the  Directors  speculated 
with  the  funds  of  the  Company  in  cotton,  corn  or  oil,  would  the  results  of  those 
speculations,  however  profitable,  been  accepted  as  a  proof  of  the  worth  or  profita¬ 
bleness  of  the  legitimate  business  for  which  the  Railroad  Company  was  char¬ 
tered  ?  Nevertheless  such  is  the  logic  used  in  the.  Report  to  reconcile  the  share¬ 
holders  to  the  lamentable  results  of  the  means  employed  ostensibly  to  secure 
a  through  freight  and  passenger  business ;  it  has  proved  a  worse  than 
wretched  failure,  but  the  shareholders  are  consoled  with  the  assurance  that  it  is 
compensated  for  by  profits  arising  from  joint  speculations  with  the  Pennsylvania 
or  parasite  Company,  in  Star  and  Union  lines.  The  shareholders  and  the  inter¬ 
ested  public  expected  from  the  Report  a  full,  fair,  and  explicit  statement  of  the 
legitimate  business  of  the  Company,  and  did  not  look  to  have  the  truth,  however 
disagreeable,  perverted  by  interpolating  the  separate  transactions  of  another 
organization. 

On  page  57  of  the  Report  we  are  informed,  *•  That  some  of  these  lines  were 
taken  by  the  Company  in  wretched  order  as  to  track,  power  and  equipment.” 
The  money  expended  in  one  year  to  remedy  this  defect  was,  we  are  told,  page  58, 
$1,724,395,  yet  it  was  for  roads  in  this  unfit  condition  to  transact  business  that 
the  Directors  bound  the  Penna.  shareholders  to  pay  annually  a  rental  exceeding 
two  millions  of  dollars,  and  for  an  object  the  net  result  of  which  we  have  just 
demonstrated. 

To  justify  themselves  in  making  these  unprofitable  investments  and  contracts, 
the  Directors  urge  that  they  have  at  least  been  the  means  of  bringing  a  large 
trade  to  Philadelphia,  and  to  effect  this  some  sacrifices  should  be  cheerfully  borne. 
This  is  a  shrewd  bid  for  popularity  in  Philadelphia,  and  also  serves  to  divert  public 
attention  from  the  true  cause  of  the  heavy  losses  ;  unfortunately,  however,  for  the 
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Directors,  the  attempted  justification  is  not  sustained  by  the  facts.  On  page  72  of 
the  Report,  we  are  told  that  the  number  of  tons  of  through  freight  in  1873  amounted 
to  only  1,193,456,  and  on  page  16  of  the  Directors'  Report  we  learn  that  the  total 
paying  freight  amounted  to  9,211,231  tons,  thus  showing  that  the  local  tonnage  of 
the  road  was  nearly  seven  times  greater  than  the  through  tonnage  ;  or,  in  other 
words,  after  an  expenditure  of  twenty  millions  on  the  stock,  bonds,  and  roads, 
of  outside  corporations,  and  an  annual  guarantee  of  profit  to  those  corporations 
of  $11,509,000  (Report  page  38),  besides  a  claim  to  seventeen  millions  of  its  own 
capital  stock  for  conducting  the  through  business,  all  the  Company  has  to  show 
for  it  is  the  receipt  of  but  1,193,456  tons  of  through  freight ;  an  amount  so  meagre 
compared  with  what  the  East  and  the  West  really  contribute  for  distant  transpor¬ 
tation,  that  the  irresistible  conclusion  reached  is,  that  had  none  of  these  vast 
expenditures  and  enormous  guarantees  been  made,  the  road  would  in  the  natural 
course  of  events  have  derived  all  the  through  freight  it  now  carries.  The  pros¬ 
perity  of  Philadelphia  instead  of  being  encouraged  is  really  retarded  by  the 
Pennsylvania  Railroad  Company,  through  diverting  so  much  of  the  capital  of  the 
citizens  to  far  distant  and  unprofitable  enterprises. 

The  business  prospects  of  these  outside  lines  in  1874,  are  indicated  in  Appendix 
B,  pages  219-21,  of  the  Report,  where  the  gross  receipts  for  six  months,  ending 
June  3,  1874,  are  represented  to  have  been  seventeen  hundred  thousand  dollars 
less  than  for  the  corresponding  six  months  of  1873,  but  the  net  receipts  show  fifty 
thousand  dollars  increase,  because  the  expenses  of  conducting  the  business  were 
cut  down  seventeen  hundred  and  fifty  thousand  dollars.  As  regards  the  business 
of  the  Pennsylvania  Railroad  and  its  branches,  Appendix  C,  page  223,  represents  a 
falling  off  of  eleven  hundred  thousand  dollars  in  gross  receipts,  but  a  gain  in  net 
receipts  of  eleven  hundred  and  seventy  thousand  dollars  through  a  curtailment  of 
business  expenses  to  the  extent  of  nearly  twenty-three  hundred  thousand  dollars. 
The  diminution  of  gross  receipts  implies,  of  course,  a  diminution  of  business,  and 
how  soon  that  will  be  recovered  is  an  open  question.  The  wonderful  retrench¬ 
ment,  however,  in  expenses,  gives  rise  to  some  curious  reflections  ;  if  due  to  a  more 
careful  and  honest  expenditure  of  funds  than  heretofore,  what  a  comment  is  the 
result  upon  the  previous  mode  of  management ;  what  a  degree  of  reckless  extrava¬ 
gance  must  have  prevailed,  that  a  temporary  cessation  of  it  should  have  brought 
about  such  astonishing  results.  But  if  the  saving  was  accomplished  by  allowing  the 
condition  of  the  roadways,  equipments,  buildings,  &c.  to  run  down,  then  is  the 
saving  only  one  in  appearance,  since  the  neglect  through  which  it  has  been 
effected  must  be  remedied  hereafter  by  a  corresponding  increase  of  expenditures. 


TRANSPORTATION  COMPANIES. 

This  prolific  source  of  discontent  to  the  shareholders,  gives  rise,  in  the  Report, 
to  ten  pages  of  plausible  arguments  in  its  favor,  of  which  the  following  paragraph 
(page  1 21)  constitutes  the  pith. 

“  So  intermixed  among  Western  roads  is  the  passage  of  freight,  that  Railway 
Companies  cannot  make  arrangements  among  themselves  to  work  it  successfully, 
and  there  is  an  absolute  necessity  for  the  intermediate  presence  of  a  third  party 
whose  relations  to  ail  the  Companies  give  them  access  to  their  different  roads.  A 
company  organized  purely  by  the  railway  companies  to  do  this  kind  of  trade, 
has  been  tried,  and  has  not  been  found  successful.  It  lacks  the  force,  energy, 
interest,  and  immediate  responsibility  which  a  private  Company,  working  for  its 
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own  interests,  furnishes.  The  transportation  Companies  are  therefore  a  necessary 
product  of  the  peculiar  character  of  Western  traffic,  and  are  indispensable  to  every 
well  managed  trunk  line  between  the  E  ist  and  the  West,  to  fully  meet  the  public 
wants.” 

No  one,  after  perusing  the  foregoing,  would  for  a  moment  imagine  the  Directors 
had  spent  twenty  millions,  and  guaranteed  annual  rentals  to  the  extent  of  eleven 
and  a  half  millions  more,  for  account  of  roads  outside  of  the  State,  especially  to 
accomplish  what  the  Committee,  in  their  Report,  so  strenuously  argue  is'  the  chief 
mission  of  the  fast  freight  lines.  The  chief  object  of  these  huge  expenditures  and 
guarantees,  was  supposed  to  have  been,  judging  from  the  language  of  the  Direc¬ 
tors,  for  the  purpose  of  so  controlling  and  regulating  the  business  arrangements  of 
these  roads,  that  the  Pennsylvania  Railroad  Company  might  be  able  to  transmit 
freight  and  passengers  over  them  to  their  many  and  most  distant  points,  with  the 
same  precision,  directness,  and  promptness  as  on  the  Pennsylvania  road  itself; 
and  also  to  acquire  such  an  exclusive  right  to  the  disposition  of  the  traffic  on  these 
roads,  as  to  bring  all  of  it  destined  for  the  East  or  West  over  the  Pennsylvania 
Central. 

It  seems,  however,  that  the  shareholders  and  the  public  have,  as  regards  this 
matter,  been  laboring  under  a  profound  mistake,  for  we  read,  on  page  120  of  the 
Report,  that  the  Empire  line,  “used  not  only  the  main  line  of  the  Lake  Shore  and 
Atlantic  &  Great  Western  roads,  but  held  contracts  wi(h  most  of  the  railways , 
ESPECIALLY  IN  THE  NORTH-WEST.” 

Here  then  we  have  the  startling  fact  that  while  the  Directors  were  involving  the 
Company  in  enormous  obligations  ostensibly  to  secure  the  Western  trade,  the 
most  profitable  part  of  that  trade  had  already  been  transferred  by  especial  con¬ 
tracts  to  other  Companies.  When  discussing  the  through  freight  business,  we 
drew  attention  to  the  meagre  amount  of  this  freight  received  by  the  Pennsyl¬ 
vania  Central  compared  with  the  freight  actually  sent  Eastward  by  the  Western 
lines  which  are  controlled  by  the  Pennsylvania  Railroad  Company.  The 
mystery  is  now  explained  by  these  contracts  of  the  Western  roads  with  the 
Transportation  Companies ;  these,  after  collecting  under  their  contracts  the 
freight  of  the  roads  theoretically  dominated  by  the  Pennsylvania  Central,  can 
forward  it  over  any  Eastern  trunk  line  they  choose,  and  naturally  select  that  line 
which  charges  least  for  the  privilege  ;  and  thus  it  comes  about  that  the  Pennsyl¬ 
vania  Road  must  compete  with  its  rivals  for  the  very  freight  the  Directors  made 
so  many  frightful  sacrifices  professedly  to  secure.  The  net  result  then  of  what 
the  Directors  have  accomplished  amounts  to  this  :  The  through  freight  obtained 
for  the  Pennsylvania  Road  is  little,  if  any,  greater  than  the  road  would  have 
naturally  secured  without  the  expenditure  of  so  much  treasure  and  credit,  and 
the  solvency  or  insolvency  of  the  Company,  owing  to  the  vast  obligations 
incurred  by  the  Directors,  hangs  upon  the  proverbial  capriciousness  which  charac¬ 
terizes  Western  finance,  trade  and  commerce. 

If  there  is  any  subject  the  shareholders  are  generally  interested  in  it  is  that  of 
rates  charged  and  allowed  to  private  and  public  transporters  ;  nevertheless  the 
matter  is  dismissed  in  the  Report,  page  128,  after  the  following  curt  manner  : 
“  The  question  of  rates  charged  and  allowed  to  private  transporters  and  to  the 
Empire  line,  we  cannot  undertake  to  discuss.”  Some  idea,  however,  of  the  profits 
realized  by  Transportation  Companies  may  be  gleaned  from  what  is  published  on 
page  220  of  the  Report,  concerning  the  Pennsylvania  Company  ;  its  net  earnings  on 
its  transportation  business  for  six  months,  ending  June  30,  1874,  were  $722,377,  or 
$1,500,000  a  year;  the  capital  invested  in  this  branch  of  its  business  comprised 
three  millions  of  stock  given  for  the  equipment  of  the  Star  line,  and  three  mil" 
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lions  of  bonds  for  its  good-will,  so  that  after  paying  interest  on  the  bonds,  the 
remainder  of  the  earnings  equals  a  dividend  of  forty-three  per  cent,  on  the  capital 
invested;  this  has  only  to  be  “watered”  until  it  reaches  fifteen  millions  for  the 
profits  to  represent  a  modest  ten  per  cent,  dividend,  after  the  manner  of  the 
Empire  line,  to  which  the  Report  refers  (page  128)  with  particular  approbation. 

No  one  questions  the  right  of  a  firm  or  Company  to  transport  in  private  cars 
the  products  of  its  own  industry  ;  nor  of  this  do  shareholders  complain,  because 
these  industries  are  necessarily  located  on  the  line  of  the  road,  and,  to  reach  a  mar¬ 
ket,  the  products  of  them  must  go  over  the  road  and  pay  such  rates  as  the  railway 
Company  may  see  fit  to  exact.  The  conditions  are  altered,  however,  in  the  case 
of  a  Company  which  makes  the  transportation  of  merchandise  its  exclusive 
business.  Such  a  Company  cannot,  in  the  very  nature  of  things,  identify  itself  or 
be  exclusively  identified  with  any  Railway  Company,  because  its  success  depends 
upon  fostering  the  mutual  rivalries  of  competing  lines,  whereby  it  is  enabled  to 
deliver  goods  to  their  destination  at  prices  ruinously  low  to  the  Railroad  Com¬ 
pany  but  with  no  corresponding  advantage  to  the  shipper,  who  is  obliged  to  pay  the 
same  rate  as  he  would  have  done  to  the  Railroad  Company  had  the  Transporta¬ 
tion  Company  not  existed.  The  creation  and  successful  management  of  such  a 
Company,  requires  men  who  are  intimately  acquainted  with  railroading  in  all  its 
branches,  but  this  would  not  suffice  to  command  the  enormous  influence  a  Trans¬ 
portation  Company  exerts,  unless  its  officers  had  intimate  relations  with  the  gov¬ 
erning  boards  of  the  different  Railroad  Companies,  the  members  of  which  are  ren¬ 
dered  either  directly  or  indirectly,  interested  in  the  success  of  the  Transportation 
Companies ;  hence,  if  railway  shareholders  wish  to  relieve  themselves  of  the 
incubus,  they  must  remove  the  foundation  stones  on  which  the  power  and  privilege 
of  the  Transportation  Companies  rest,  namely,  the  present  Boards  of  Directors. 
The  most  of  these  have  held  office  during  so  many  years  that  they  have  come  to 
look  upon  the  positions  they  occupy  as  theirs  by  right,  and  not  a  privilege. 
They  have  acquired  the  habit,  which  follows  from  long  immunity,  of  doing 
pretty  much  as  they  please  with  the  property  and  credit  of  their  Companies,  and 
seldom  condescend  to  ask  the  permission  of  the  shareholders  until  what  they 
desire  is  accomplished,  when  they  slightingly  allude  to  it  in  an  annual  Report, 
which,  under  the  parliamentary  tactics  of  a  subservient  chairman,  and  a  few 
interested  stockholders,  is  blindly  accepted  and  approved  by  the  unthinking  multi¬ 
tude,  who  drown  with  their  uproar  every  dissenting  voice. 


EARNINGS. 


From  the  table  on  page  113  of  the  Report,  we  learn  that  the  “Pennsylvania 
System  ”  comprises  2816  miles  of  railway,  that  it  cost  nearly  two  hundred  and 
fifteen  millions,  and  in  1873  yielded  not  quite  seventeen  million  dollars  of  net  re¬ 
ceipts.  References  to  the  lines  composing  this  system  are  to  be  found  on  pages 
77,  78,  81-87  and  95  of  the  Report,  but,  unlike  its  analyses  of  the  “  Northern” 
and  “  Southern  Systems,”  the  Report  gives  no  particulars  concerning  the  capital 
stock,  debts,  and  net  receipts  of  the  components  of  the  “  Pennsylvania  System.” 
The  following  table  of  such  details  will  explain  why  it  was  deemed  more  politic  to 
ignore  them.  The  Directors ,  on  page  15  of  their  1873  Report,  say,  that  the  Penn¬ 
sylvania  road  proper  includes  358  miles  Main  line,  and  51 1  miles  Branch  lines,  or 
869  miles  in  all ;  the  Committee,  however,  swell  the  amount  to  1021  miles,  by 
including  the  Cumberland  Valley  road,  which,  like  the  Philadelphia  &  Erie,  or 
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Allegheny  Valley,  is  a  distinct  road,  and  not  a  branch,  in  that  sense  of  the  term, 
of  the  Pennsylvania  Road. 


Name. 

Miles. 

Stock. 

Debt. 

Net  Receipts. 

Pennsylvania  Railroad, 

358 1 

Columbia  Bridge, 

I  1 

1 

York  Branch, 

13  [ 

68,144,175 

42,251,397  3 

Hollidaysburg  Branch, 

42  1 

1 

Indiana  Branch, 

19  J 

L 

$8, 483, 97a 

Connecting  Railway, 

1.277,350 

990,000 

Harrisburg  &  Lancaster  Rd., 

1,182,550 

700,000  . 

rent,  132,651 

E.  Br’dywine  &  Wa’burg, 

18 

133.351 

227,000 

> 

Bald  Eagle  Valley, 

52 

550,000 

445,900 

Mifflin  &  Centre  Co. 

13 

66,975 

215,261 

Sunbury  &  Lewistown, 

45 

500,000 

1 ,400,000 

Newry  Railroad, 

11,150 

10,779 

Tyrone  &  Clearfield, 

44 

510,000 

313.566 

Ebensburg  &  Cresson, 

1 1 

42,000 

80,000 

423.344 

Western  Pennsylvania, 

85 

1,022,450 

3,000,000 

Bedford  &  Bridgeport, 

5i 

356,952 

1,052,404 

South  West  Pennsylvania, 

24 

359.857 

590,8l5 

Pennsylvania  &  Delaware, 

38 

900,000 

1.673,346 

Lewisburg,  Centre  &  Sp.  Ck., 

1 1 

245.635 

1,545,000 

Danv’e,  Hazleton  &  W’e, 

44 

684,235 

I,8l8,O0O 

> 

Total  Penna.  Rd.  proper, 

869 

$75,985,680 

$56,313,468  @  7  %  =$9,039.97 3 

Cumberland  Valley  Rd.,  ] 

1,774,612 

352,300 

26,964 

Southern  Pennsylvania,  } 

800,000 

667,000 

8,135 

Dillsburg  &  Mechanicsb’g,  | 

350,000 

139'°32 

2,723 

Pennsylvania  Canal, 

4.457.150 

3,006,200 

20,320 

Pittsb’g,  Virg’ia  &  Cha’ston, 

673.264 

944.69T 

loss,  3,819 

Jersey  Lines  &  Canals, 

19,484,500 

22,000,000 

2,607,300 

Allegheny  Valley, 

2,256,400 

10,075,917 

784.026 

Oil  Creek, 

4.959.450 

3,929,104 

342,738 

Buffalo,  Corry  &  Pittsburg, 

1,546,930 

loss,  130,011 

Philadelphia  &  Erie, 

8,448,700 

17,454,228 

386,770 

Northern  Central,  •  J 

5.842,000 

12,123,797 

560,580 

Shamokin  V.  &  Pottsv’e,  L 

869,450 

1 ,994,000 

164,786 

Elmira  &  Williamsport, 

1,000,000 

1,620,000 

146,451 

$128,448,136  $130,619  737 
128,448,136 


Total  Cost,  $2 59, 067, 873(a), 5J%=$  1 3, 956, 876 


Those  who  wish  to  verify  the  foregoing  are  referred  to  pages  lxxix-lxxxvi,  inclu¬ 
sive,  of  Auditor  General’s  Railroad  and  Canal  Report  for  1873,  also  t0  sworn 
statements  in  said  Report  from  the  chief  officers  of  the  different  Companies, 
and  to  the  annual  Reports  of  the  Directors  issued  to  the  shareholders. 

The  deductions  to  be  drawn  from  the  foregoing  table  are  in  striking  contrast 
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with  the  statements  of  the  Committee  on  page  113  of  their  Report.  The  capital 
invested  instead  of  being,  as  the  Committee  say,  two  hundred  and  fifteen  millions* 
exceeds  two  hundred  and  fifty-nine  millions,  and  the  net  receipts  in  1873,  instead 
of  being  nearly  seventeen  millions,  were  not  quite  fourteen  millions ;  and  the 
roads  east  of  Pittsburg,  instead  of  earning,  as  the  Committee  assert,  page  116, 
seven  and  87-100  per  cent,  on  their  entire  capital  and  bonded  debt,  did  not  earn 
more  than  five  and  a  half  per  cent.;  while  the  Pennsylvania  Railroad  proper,  in¬ 
cluding  its  subsidiary  lines,  instead  of  earning  12  22-100  per  cent,  after  paying 
losses  on  leased  lines,  did  not  earn  on  the  one  hundred  and  thirty-two  millions  of 
invested  capital,  more  than  seven  per  cent,  without  the  payment  of  losses  on  the 
leased  lines. 

It  may  be  asked  how  are  these  discrepancies  to  be  reconciled  with  the  state¬ 
ments  put  forth  by  the  Directors  in  their  last  annual  Report.  They  are  not 
reconcilable.  The  Directors  and  the  Committee  have  included  as  part  of  the 
receipts  derived  from  the  legitimate  business  of  the  road,  the  interest  and  divid¬ 
ends,  amounting  to  two  millions  three  hundred  and  seventy-two  thousand  dollars, 
received  from  investments  in  other  corporations.  Now,  the  intrinsic  worth  of  the 
Pennsylvania  Railroad  shares  and  bonds  do  not  depend,  or  rather  ought  not,  upon 
these  investments,  but  upon  the  capability  of  the  business  of  the  road  to  earn  such 
profits  as  will  make  a  fair  return  upon  the  par  value  of  the  shares  and  bonds 
issued  by  the  Company  itself.  The  Directors  admit,  page  47  of  their  last  Report, 
that  they  have  expended  fifty  millions  upon  outside  securities.  We  have  already 
seen  how  much  less  than  this  sum  is  the  market  value  of  these  securities  when 
estimated  by  the  income  derived  from  them.  Suppose,  what  recent  events  have 
shown  is  not  at  all  improbable,  that  this  income  dwindles  to  a  merely  nominal 
amount,  would  that  correspondingly  lessen  the  liability  of  the  road  itself  for  the 
principal  and  interest  of  its  outstanding  stock  and  bonds.  Therefore,  when  the 
Committee  and  the  Directors  embrace  in  the  earnings  realized  out  of  the  legiti¬ 
mate  business  of  the  road,  the  income  obtained  from  foreign  investments,  they 
simply  mislead  the  public  concerning  the  actual  profit-producing  capacity  of  the 
Pennsylvania  Railroad  business. 

In  the  second  place,  the  Committee  and  the  Directors  appear  to  have  included 
in  the  earnings  represented  to  have  been  made  by  the  main  line,  earnings  which 
properly  belonged  not  only  to  the  subsidiary  or  branch  lines,  but  more  particularly 
to  those  larger  and  more  important  roads  which  are  controlled  by  the  Pennsylvania 
Railroad  Company.  The  Directors,  in  their  Reports  for  1873,  say»  that  the  tonnage 
moved  over  the  main  line  amounted  in  round  numbers  to  nine  millions  two  hun¬ 
dred  thousand  tons  ;  of  this  twelve  hundred  thousand  tons  consisted  of  through 
freight,  leaving  eight  millions  for  local  freight ;  how  profitless  the  through  freight 
proved  in  1873  we  have  already  shown  ;  how  profitable  the  local  freight  seems  to 
have  been,  is  indicated  by  the  reported  net  earnings.  Now,  the  subsidiary  or 
branch  lines,  participated  in  the  carrying  of  no  other  freight  than  this  profitable 
local  tonnage;  their  combined  length  is  511  miles,  or  forty  per  cent,  longer  than 
the  Pennsylvania  Railroad  main  line,  and  penetrating,  as  they  do,  a  populous  and 
wealthy  State  in  twelve  different  directions,  it  is  natural  to  suppose  that  the  amount 
of  tonnage  moved  over  their  51 1  miles  would,  when  aggregated,  bear  some  rela¬ 
tion  to  the  local  tonnage  moved  over  the  Pennsylvania  Railroad  main  line  of  358 
miles ;  this  latter  of  course  bearing  its  own  local  freight  in  addition  to  that  con¬ 
tributed  by  the  subsidiary  roads.  On  page  72  of  their  Report,  the  Committee  say, 
that  the  local  gross  freight  earnings  of  main  line  amounted  in  1873,  to  fifteen 
millions,  or  forty-two  thousand  dollars  per  mile,  and  on  page  15  of  their  Report* 
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the  Directors  say,  that  the  gross  freight  and  passenger  earnings  combined ,  of  the  5 1 1 
miles  of  subsidiary  lines  amounted  in  1873  t0  no  more  than  five  thousand  and  fifty 
dollars  per  mile.  Is  there  anybody  inside  or  outside  the  Pennsylvania  Railroad 
Company’s  office  so  far  gone  in  imbecility,  as  to  believe  that  the  gross  receipts  of 
these  lines  from  passengers,  mail,  express  and  freight  did  not  amount  per  mile 
to  fourteen  dollars  a  day ! ! 

Equally  abnormal,  as  regards  earnings,  are  the  relative  positions  of  the  Penn¬ 
sylvania  Railroad  and  the  other  lines  composing  the  so  called  Eastern  or  Penn¬ 
sylvania  system ;  of  these  latter,  one  (the  Jersey  lines)  earned  a  dividend  of  six 
and  a  half  per  cent.;  another  (the  Cumberland  Valley)  declared  a  dividend  of 
eight  per  cent.,  and  the  remainder,  comprising  the  Pittsburg,  Virginia  &  Charles¬ 
ton,  the  Allegheny  Valley,  the  Oil  Creek,  the  Northern  Central,  the  Philadelphia 
&  Erie  roads,  and  the  Pennsylvania  Canal,  disbursed  to  their  stockholders  no 
dividends  whatever ;  nevertheless,  the  Pennsylvania  road  earned  for  its  stock'- 
holders,  if  we  are  to  believe  the  Report  and  the  Directors,  a  clear  net  profit  of 
12  32-100  per  cent.  This  singular  discrepancy  provokes  one  to  inquire  what 
peculiar  or  particular  advantage  does  the  Pennsylvania  road  possess  over  the 
other  lines  of  the  Pennsylvania  system  ;  it  transports  coal,  so  do  the  others  ;  it 
carries  passengers,  so  do  the  others  ;  it  is  a  mail  route,  so  are  the  others ;  it  con¬ 
veys  from  producer  to  consumer,  lumber,  -oil,  ore,  lime,  hardware,  furniture,  dry 
goods  and  general  merchandise,  so  do  the  others ;  the  bulk  of  its  freight  and 
passenger  business  is  confined  to  the  State  of  Pennsylvania,  or  its  vicinity,  so  is 
that  of  the  others;  and  if  the  others  are  used  by  fast  freight  lines,  so  is  the  Penn¬ 
sylvania  road  a  victim  to  the  Star  line,  the  Union  line,  the  Oil  line,  the  Peipher 
line,  the  National  line,  the  Crescent  line,  the  Anchor  line,  and  the  Empire  line. 
Wherein  then  lies  that  supreme  advantage,  as  regards  business  facilities,  which 
enables  the  Pennsylvania  road  to  display  so  marked  a  superiority  over  the  other 
lines  of  the  “  System  ”  in  this  matter  of  earnings.  The  Pennsylvania  railroad 
possesses  no  such  supreme  advantage  ;  the  explanation  of  the  singular  pheno¬ 
menon  is,  that  a  large  percentage  of  earnings  belonging  to  the  stockholders  of 
the  other  lines  is  used  for  other  purposes  than  dividends  to  the  stockholders. 
A  brief  review  of  the  business  of  these  other  lines  for  the  year  1873,  will  render 
the  contrast  with  the  business  of  the  Pennsylvania  road  still  stronger. 

Cumberla?id  Valley  Railroad . 

The  Report  states  (page  203)  that  the  net  earnings  of  this  road  amounted,  in 
1873,  t0  $294,743.  The  officers  of  the  road,  however,  say  in  their  certified  Report 
to  the  Auditor  General,  that  the  gross  earnings  for  the  year  ending  September  30, 

1 873,  were  $614,184,  and  that  the  sum  expended  out  of  this  for  maintaining  and 
operating  the  road,  for  taxes,  and  miscellaneous  payments,  reached  $587,280, 
leaving  for  interest  and  dividends  $26,904.  The  stockholders  subscribed  $280,662, 
thus  making  the  total  receipts  $894,846,  and  the  total  disbursements,  including 
interest,  dividends,  sinking  fund,  and  the  items  above  enumerated,  reached 
$1,046,102,  or  $151,256  more  than  the  total  receipts,  thus  implying  that  the  sur¬ 
plus  earnings,  which  the  Committee  say  this  Railroad  Company  has,  were  reduced 
to  that  extent. 

Pittsbicrg,  Virginia  Charleston  Railroad. 

The  Report  (page  207)  places  the  net  earnings  of  this  road,  in  1873,  at  $25>5 78. 
The  officers,  however,  in  their  Report  to  the  Auditor  General,  certify  that  the  gross 
receipts  were  $67,137  and  the  expenses,  including  maintenance  of  road,  con¬ 
ducting  business,  taxes  and  miscellaneous  payments,  $70,956,  or  $3,819  more  than 


22 


the  receipts.  The  officers,  in  answer  to  the  Auditor  General’s  query,  “  What 
amount  was  paid  on  each  share  of  stock  subscribed  for?”  reply,  “All  due,” — 
the  truth  of  which  seems  supported  by  the  fact  that  the  furtded  and  floating  debt 
of  this  road  exceeds  the  cost  of  constructing  and  equipping  it  by  $121,000. 
Nevertheless,  although  the  stock  amounting  to  $673,000  had  yet  to  be  paid  for, 
and  the  expenses  of  the  road,  according  to  the  Pennsylvania  Directors,  exceeded 
the  earnings  by  nearly  four  thousand  dollars,  the  Committee  value  the  $405,000 
of  the  stock  held  by  the  Pennsylvania  Railroad  Company  at  $324,000. 

Pennsylvania  Canal. 

The  Report  (page  208)  estimates  the  net  earnings  of  this  enterprise,  in  1873,  at 
$320,000,  and  the  Directors ,  page  27,  of  their  Report,  assert  that  the  net  profits 
after  paying  interest  on  debt  were  $147,580.  Rut  the  President  of  the  Company 
certifies  in  his  Report  to  the  Auditor  General,  that  the  gross  receipts,  after  deduct 
ing  $42,629  obtained  from  sale  of  equipment,  were  $516,928,  and  that  the  cost  of 
running  and  maintaining  the  Canal,  including  taxes,  reached  $496,597,  thus 
leaving  for  net  receipts  only  $20,320,  which,  together  with  $147,230  more,  were 
expended  in  improving  the  equipment ;  this  excess  of  expenditure  being  represented 
by  a  corresponding  increase  in  the  floating  debt.  Page  cxvi  of  the  Auditor  General’s 
Report  shows  that  during  the  past  five  years  the  revenue  of  the  Canal  has  been 
steadily  decreasing;  in  1869,  the  surplus  was  $258,000:  in  1873,  the  deficit , 
$147,000. 

Northern  -  Central  Railroad. 

The  Report  (page  203)  represents  the  net  receipts  of  this  road,  in  1873,  to  have 
been  $1,583,581  ;  $674,000  were  required  to  pay  interest  on  bonds,  leaving  for 
dividends  $909,581,  which  the  Committee  assert  equals  4^  per  cent,  on  a  capital 
stock  of  $5,842,000.  We  learn,  however,  on  turning  to  page  385  of  the  Auditor 
General’s  Report,  that  the  gross  receipts  of  the  road,  in  1873,  were  $3,230,722,  and 
the  expenses,  all  told,  $2,670,142,  thus  leaving  for  interest  and  dividends  $560,580, 
or  one  million  and  twenty  thousand  dollars  less  than  the  figures  of  the  Commit¬ 
tee ;  did  the  latter  unwittingly  reveal  what  were  really  the  net  receipts  in  1873? 
Up  to  and  including  the  year  1872,  the  net  receipts  of  this  road  have,  since  1866, 
averaged  a  million  a  year,  and  the  tonnage  of  the  road  has  gradually  increased 
from  1,497,000  tons  in  1869,  to  2,173,000  tons  in  1873,  and  yet,  with  this  increase  of 
45  per  cent,  in  the  business,  the  managers  wish  us  to  believe  there  has  been  a 
falling  off  of  45  per  cent,  in  the  receipts.  The  transportation  business  done  on 
this  road  in  1873,  calls  for  net  receipts  equal  to  what  the  Committee  appear  to 
have  accidentally  given  in  their  Report,  viz.,  $1,583,581.  It  is  somewhat  sig¬ 
nificant  of  the  fate  in  store  for  this  Company,  that  the  Report  pursues  towards  it 
the  same  course  as  that  followed  by  it  in  reference  to  the  Philadelphia  &  Erie 
Railroad  Company.  It  is  careful  to  state,  page  83,  that  the  Compan)*-  is 
financially  unable  to  develop  and  take  care  of  its  growing  trade,  as  if  a  trade  in 
this  healthy  condition  would  not  of  itself  furnish  the  means  of  sustenance,  and 
on  page  203  scrupulously  avoids  publishing  the  fact  that  the  Company  has  a  sur¬ 
plus  of  $464,000  (see  Report  to  Auditor  General),  but  hastens  to  assure  the 
reader  that  its  net  earnings  in  1873  were  equal  to  no  more  than  a  4^  per  cent, 
dividend  on  its  capital  stock,  although  the  figures  which  accompany  this  statement 
show  that  the  real  net  earnings  in  1873  were  equal  to  a  dividend  of  fifteen  per  cent. 

Philadelphia  <Sn>  Erie. 

Concerning  this  road  there  was  published,  in  1873,  a  Report  prepared  by 
authority  of  a  Committee  appointed  by  the  City  Councils  of  Philadelphia,  and 
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signed  by  two  of  the  five  members  of  that  Committee.  The  influence  of  the  Penn¬ 
sylvania  Railroad  Directors  prevented  the  Report  from  being  signed  by  all  five, 
and  the  same  influence  was  brought  to  bear  with  so  much  success  upon  City 
Councils  that  those  honorable  bodies  after  a  stormy  debate  shelved  the  Report. 
The  means  employed  by  the  Directors  to  effect  their  object  will  not  bear  investi¬ 
gation,  but  a  suit  at  law  now  pending  in  the  courts,  arising  out  of  this  matter, 
promises  to  expose  the  whole  transaction.  A  perusal  of  the  Report  sufficiently 
explains  the  anxiety  of  the  Directors  to  suppress  it  if  true,  but  fails  to  explain 
that  anxiety  if  the  Report  was  essentially  incorrect ;  for  the  Report  seems  to  have 
been  a  very  thorough  one,  as  regards  the  ground  gone  over,  and  the  subjects 
embraced,  and,  hence,  if  essentially  erroneous,  the  Directors  would  rather  have 
encouraged  than  interfered  with  its  adoption  by  City  Councils,  because  then  they 
would  have  had  an  opportunity  to  publicly  expose  its  worthlessness  by  incontes- 
tible  evidence  drawn  from  their  own  books ;  and  thus  would  have  set  finally  to 
rest  the  many  apparently  well  authenticated  rumors,  which  were  then  and  still  are 
so  rife  to  the  discredit  of  the  Philadelphia  &  Erie  management. 

We  propose  to  make  a  few  extracts  from  that  Report  such  as  will  prove  interest¬ 
ing  in  connection  with  the  point  here  raised.  The  Committee  begin  by  drawing 
a  comparison  between  the  Reading  Railroad  Company  and  the  Philadelphia  & 
Erie  Company  in  the  charges  made  by  the  respective  Companies  against  their 
shareholders  for  repairs  to  the  rolling  stock  and  the  workshop  expenses.  The 
reasons  given  for  selecting  the  Reading  road  for  comparison  are  sufficiently  cogent 
and,  briefly  stated,  are  :  that  both  roads  lie  wholly  within  the  State,  and  the  territories 
in  which  they  operate  are  at  many  points  the  same,  that  both  transport  similar 
merchandise  and  passengers,  that  both  are  equally  influenced  by  general  commer¬ 
cial  and  financial  fluctuations,  that  both  have  extensive  workshops,  replete  with 
every  convenience  for  turning  out  work  at  the  lowest  prices,  and,  as  regards 
facilities  for  obtaining  labor  and  raw  materials,  the  two  Companies  are  equally 
favored.  After  going  into  details  for  each  of  the  years  from  1863  to  1872,  inclu¬ 
sive,  the  Committee,  in  reference  to  charges  for  repairs  to  passenger  and  baggage 
cars,  make  the  following  general  summary  : 

“In  1865,  before  the  Philadelphia  &  Erie  workshops  had  reached,  at  an  enor¬ 
mous  outlay,  their  present  efficient  condition,  the  cost  of  repairs  to  the  Philadel¬ 
phia  &  Erie  passenger  and  baggage  cars  was  much  less  than  the  Reading  Com¬ 
pany  incurred  upon  the  same  amount  of  service  obtained  out  of  their  cars ;  but 
as  the  Philadelphia  &  Erie  workshops  approached  nearer  and  nearer  perfection 
in  their  appointments  and  ability,  to  produce  finished  material  at  the  lowest  rates, 
the  charges  per  car  for  repairs  steadily  advanced,  year  by  year,  until,  in  1872,  the 
climax  was  reached  by  those  charges  being  three  hundred  per  cent,  greater  than 
the  Reading  Company  incurred  upon  a  proportionately  equal  amount  of  service 
obtained  out  of  their  cars ;  the  charge  for  repairs  to  fifty-eight  Philadelphia  &  Erie 
cars  being,  in  1872,  almost  as  great  as  what  the  Reading  shareholders  were  charged 
for  repairs  to  255  cars.” 

The  Committee  state  further  that  the  excess  of  charges  against  the  Philadelphia 
&  Erie  Company  for  repairs  to  these  fifty  odd  cars  amounted  in  five  years  to  over 
two  hundred  thousand  dollars.  The  Committee  after  a  similar  investigation  with 
regard  to  charges  for  repairs  to  locomotives  reach  the  conclusion  that  between  the 
years  1869  and  1872  inclusive,  the  Philadelphia  &  Erie  Company  were  charged  a 
million  of  dollars  more  for  such  repairs  than  would  have  been  the  case  had  the 
Philadelphia  &  Erie  road  been  managed  by  the  Reading  Comj^ny.  The  Com¬ 
mittee  also  clearly  demonstrate  from  the  official  returns  made  by  the  two  Compa¬ 
nies,  that  the  charges  for  oil,  fuel,  clerks,  watchmen,  &c.,  at  the  respective  work¬ 
shops  were  enormously  disproportionate  ;  that  the  charge  against  the  Philadelphia 
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&  Erie  Company  Rr  these  items  amounted  from  1865  to  1872  inclusive,  to  seven 
hundred  and  thirty-four  thousand  dollars,  while  the  Reading  charge  during  the 
same  period  was  only  three  hundred  and  forty-eight  thousand  dollars,  and  yet  the 
Reading  Company  had  to  keep  in  repair  an  equipment  nearly  five  times  greater 
than  that  used  on  the  Philadelphia  &  Erie  road,  besides  manufacturing  nearly 
all  the  additional  cars,  &c.,  needed  for  the  business  of  the  road. 

The  Committee  next  investigated  the  passenger  business,  using  for  that  purpose 
the  annual  returns  made  to  the  Auditor  General  of  the  State,  and  certified  to, 
under  oath,  by  the  Philadelphia  &  Erie  officials.  The  Committee  took  as  a  basis 
of  comparison ,  the  official  returns  for  the  year  1865,  which  they  agreed  to  assume 
were  correct.  The  net  result  they  arrived  at  after  particularizing  the  transactions 
of  each  year  was,  that  from  1865  to  1872  inclusive,  the  gross  receipts  from  pass¬ 
enger  traffic  were,  irrespective  of  interest,  three  millions  three  hundred  and 
seventy  thousand  dollars  more  than,  the  Philadelphia  &  Erie  Company  received 
credit  for,  and  to  illustrate  the  correctness  of  their  deductions  as  well  as  to  indicate 
more  strongly  the  injustice  done  to  the  stockholders,  the  Philadelphia  &  Erie 
Committee  say,  page  19  of  their  Report,  “  In  1865,  769,250  passengers  were  car¬ 
ried  395,179  miles  in  passenger  trains  for  nine  hundred  and  twenty -three  thousand 
dollars,  but  in  1872,  the  carrying  of  839,764  passengers,  663,542  miles,  at  the  same 
average  rate  of  fare  as  in  1865,  produced  according  to  the  statement  of  the  Penn¬ 
sylvania  Railroad  Directors  only  $657,274.”  The  Committee  next  investigated 
the  freight  receipts,  and  to  some  extent  the  charges  on  account  of  construction,  for 
the  particulars  of  which  we  refer  to  the  Report  itself ;  the  final  summing  up,  how¬ 
ever,  shows  that  during  the  eight  years,  ending  December  31,  1872,  the  Philadel¬ 
phia  &  Erie  Company  were,  according  to  the  Committee,  defrauded  out  of  over 
ten  millions  of  dollars. 

Let  us  now  partially  examine  the  receipts  and  disbursements  for  the  business  of 
1873,  and,  following  the  example  of  the  Philadelphia  &  Erie  Committee,  draw  a 
comparison  between  the  Reading  Company  and  the  Philadelphia  &  Erie  Com¬ 
pany,  in  accordance  with  the  returns  made  by  both  Companies,  under  oath  to  the 
Auditor  General.  It  cost  the  Reading  Company  for  “  repairs  or  maintenance  of  way, 
including  buildings  and  taxes  on  real  estate,”  $1,674,500,  of  this  $101,632  were  ex¬ 
pended  in  keeping  up  315  bridges,  equal  to  $350  per  bridge,  and  $189,582  in  keep¬ 
ing  repaired  542  buildings,  comprising  freight  and  passenger,  and  wood  and  water 
stations,  workshops,  machine  shops,  engine  houses  and  dwellings  on  the  main 
line,  leased  lines  and  connections,  equal  to  $555  per  building,  making  for  these 
expenditures  a  total  of  $291,314,  which  deducted  from  $1,674,590  leaves  $1,383,376 
as  the  cost  of  keeping  in  repair  1382J  miles  of  railway  and  what  pertained  imme¬ 
diately  thereto,  or  one  thousand  dollars  a  mile,  (see  pages  7  and  8  Reading  Rail¬ 
road  Report).  On  the  Philadelphia  &  Erie  road  there  are  156  bridges,  but  instead 
of  taking  the  Reading  average  ($350  per  bridge),  let  us  estimate  the  cost  of  repairs 
at  $500  per  bridge  or  $78,000.  There  are  also  145  buildings  of  all  kinds  as  above 
enumerated,  but  instead  of  taking  the  Reading  average  ($555  per  building),  let  us 
estimate  the  cost  of  repairs  at  $800  per  building,  or  $117,000,  making  in  all  for 
these  expenditures  $195,000.  Now,  the  charge  made  by  the  lessee  against  the 
Philadelphia  &  Erie  shareholders  for  repair  of  buildings,  of  way,  including  $19,789 
for  shoveling  snow,  and  taxes  on  real  estate,  was  $1,297,591,  deduct  $195,000  for 
purposes  just  stated  and  we  have  $1,102,591  as  the  cost  of  keeping  in  repair  417 
miles  of  railwaytand  what  pertained  immediately  thereto,  or  $2,650  per  mile,  being 
$1,650  per  mile  more  than  the  Reading  Company  incurred  for  precisely  the  same 
purpose,  and  that,  too,  in  the  face  of  a  much  larger  tonnage  passed  per  mile  over 
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the  Reading  than  over  the  Philadelphia  &  Erie  road;  the  Reading  tonnage  aver¬ 
aged  8,700  tons  per  mile  of  rail,  while  the  Philadelphia  &  Erie  tonnage  averaged 
but  5,200  tons  per  mile  of  rail:  this  does  not  include  the  weight  of  the  equipments 
of  which  the  Reading  was  by  far  the  heavier.  The  excess  of  charge  then  against 
the  Philadelphia  &  Erie  Company  in  1873,  f°r  the  purposes  here  stated  amounted, 
after  a  most  liberal  allowance  for  bridge  and  building  repair,  to  six  hundred  and 
eighty-eight  thousand  dollars  ;  this,  be  it  remembered,  has  nothing  to  do  with  con¬ 
struction,  or  with  operating  the  business  of  the  road,  but  simply  for  keeping  the  road 
and  its  appurtenances  in  repair.  The  charges  for  repair  to  locomotives  and  passen¬ 
ger  cars  were  on  an  equally  extravagant  scale.  The  Reading  Company  had  in  use 
280  passenger  cars,  which  transported  eighty  millions  of  passengers  one  mile  at  a 
cost  for  repair  of  $109,227,  or  0.1365  ct.  per  passenger;  the  Philadelphia  &  Erie  road 
had  61  cars  in  use,  which  carried,  according  to  the  Lessees,  20,255,000  passengers 
one  mile,  which,  at  0.1365  ct.  per  passenger  for  repairs  equals  $27,652,  or  let  us  say* 
in  round  numbers,  twenty-nine  thousand  dollars,  the  actual  charge,  however,  by 
the  Lessees  was  $79,000,  or  an  overcharge  of  fifty  thousand  dollars ;  a  similar  cal¬ 
culation  of  charges  for  repairs  to  locomotives  will  reveal  an  overcharge  of  $30,000* 
making  the  total  overcharge  on  these  two  counts  eighty  thousand  dollars. 

A  comparison  of  charge  for  wages  gives  an  equally  unsatisfactory  result.  The 
Reading  Railroad  equipment,  in  1873,  was  ^ve  and  six-tenths  times  that  of 
the  Philadelphia  &  Erie  road,  and,  therefore,  it  is  to  be  presumed,  required  a  pro¬ 
portionally  greater  number  of  hands  to  manage  and  superintend  it.  But,  to  be 
fully  within  bounds,  let  us  assume  that  with  an  equipment  nearly  six  times  larger, 
the  Reading  Company  employed  only  four  times  as  many  conductors,  baggage 
masters,  brakesmen,  firemen,  and  other  train  hands,  as  the  Philadelphia  &  Erie 
road ;  the  wages  paid  these  employees  by  the  Reading  Railroad  Company 
amounted,  in  1873,  t0  $1,302,424,  (page  5,  Reading  Railroad  Report),  a  fourth  of 
which  is  $325,600,  but  the  sum  charged  for  these  wages  on  the  Philadelphia  &  Erie 
road,  was  $500,140,  or  after  making  every  allowance,  an  overcharge  of  $174,500. 

Our  limits  will  not  permit  us  to  designate  similar  instances  of  extravagant 
charges  on  account  of  construction  ;  that  which  we  have  already  detailed,  how¬ 
ever,  will  suffice  to  illustrate  our  case,  and  sums  up  as  follows : 


Excess  of  charge  for  maintenance  of  way, 

“  repairs  to  cars  and  locomotives, 
“  wages  to  hands, 


$688,000 

80,000 

174,500 


Total  overcharge  on  above  accounts,  in  1873, 


$942,500 


equal  to  a  ten  per  cent,  dividend  on  the  Philadelphia  &  Erie  common  and  pre¬ 
ferred  stock. 

It  will  naturally  be  asked,  how  is  it  possible  for  men  acquainted  with  more  than 
the  rudiments  of  their  business  to  commit  such  grave  blunders  ;  to  perpetrate 
unknowingly,  such  stupendous  errors  in  their  accounts  ?  Let  us  answer  this  by 
another  query.  Is  it  not  a  part  of  the  famous  or  infamous  history  of  railroading 
that  the  Pennsylvania  Railroad  Directors  brought,  in  1867,  a  bill  against  the 
Philadelphia  &  Erie  Railroad  Company  amounting  to  $1,071,292,  which  stood  so 
poorly  the  test  of  examination,  that  it  was  cut  down  six  hundred  thousand  dollars 
and  settled  in  full  by  the  payment  of  securities  then  worth  $470,000  ?  If  a  mis” 
take  of  $600,000  can  be  made  in  a  bill  of  ten  hundred  and  seventy  thousand 
dollars,  how  large  a  mistake  can  there  be  made  in  a  bill  of  $3,413,310.84,  this 
being  the  charge  of  the  Pennsylvania  Railroad  Directors,  in  1873,  for  conducting 
the  Philadelphia  &  Erie  business  of  that  year. 
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Men  who  are  constantly  liable  to  the  commission  of  clerical  errors  of  this 
magnitude,  are  naturally  averse  to  having  their  sums  in  arithmetic  too  closely 
scrutinized,  and,  therefore,  are  doubtless  well  pleased  to  have  presumedly  impar¬ 
tial  investigators  of  their  accounts  ascribe  these  errors  to  deficiencies  in  the 
revenues  of  the  mismanaged  lines,  and  thus,  henceforth,  stop  all  complaints,  and 
hostile  action  on  the  part  of  their  owners ;  for  if  the  stewards  obtain,  unsolicited 
(?),  a  favorable  verdict  as  to  their  stewardship  from  those  who  have  no  interest 
therein  (?),  will  not  the  owners  prove  themselves  basely  ungrateful,  if  they  do  not, 
in  the  future,  allow  the  unhappy  managers  to  struggle  unmolested  as  best  they 
may,  against  an  annually  increasing  debt,  and  a  monthly  decreasing  revenue  ? 
This  explains  the  object  the  Pennsylvania  Railroad  Directors  appear  to  have  had 
in  making  use  of  the  Investigating  Committee  to  defame  the  Philadelphia  &  Erie 
and  Northern  Central  roads  ;  the  revenues  from  these  and  the  other  lines  are 
absolutely  necessary  for  the  purposes  to  which  they  have  been  heretofore  applied 
by  the  Pennsylvania  Railroad  Directors  ;  hence,  if  it  could  be  published  to  the 
world  that  a  body  of  men  supposed  to  be  strictly  impartial,  gave  it  as  their  delib¬ 
erate  verdict  that  the  roads  in  question  were  worth  little,  if  anything,  to  their  share¬ 
holders,  the  latter,  it  was  supposed  would,  owing  to  the  source  of  the  adverse 
opinion,  admit  the  validity  of  past  losses,  and  submit  quietly  to  whatever  adversi¬ 
ties  the  future  has  in  store  for  them. 

We  have  already  demonstrated  from  official  sources,  that  the  net  receipts  of  the 
entire  “  Pennsylvania  system”  including  the  Pennsylvania  Central ,  did  not  suffice 
to  pay  more  than  five  and  a  half  per  cent,  on  the  capital  invested,  stock  and  bond 
combined.  When  it  is  remembered  that  this  so-called  “  Pennsylvania  system  ” 
lies  in  the  midst  of  the  most  populous  part  of  the  Union,  in  the  very  focus  of 
wealth,  enterprise,  trade,  commerce  and  manufactures,  and,  therefore,  the  most 
favorably  situated  of  any  railroad  lines  in  the  country  for  earning  remunerative 
profits  for  the  shareholders,  when  we  remember  this,  and  then  are  officially 
informed  that  after  paying  interest  on  the  bonded  and  floating  debts  of  these 
lines,  there  remains  for  the  stockholders,  including  those  of  the  Pennsylvania 
Central,  but  a  paltry  dividend  of  three  per  cent,  per  annum,  we  have  hardly  words 
to  express  our  astonishment  at  the  reckless  extravagance,  to  say  nothing  more, 
which  must  have  characterized  the  management  of  these  roads.  To  assert  that 
the  “  Pennsylvania  system,  ”  exceptionally  favored  as  it  is  for  doing  so,  did  not 
earn  ample  profits  for  the  shareholders,  is  to  ask  us  to  believe  in  an  impossibility, 
even  if  we  had  no  positive  proof  of  fraud  committed  against  the  stockholders  ;  but 
in  the  presence  of  proofs  too  numerous  and  glaring  to  be  controverted,  such  an 
assertion  is  a  deliberate  insult  to  the  good  sense  and  intelligence  of  the  com¬ 
munity. 

How  much  of  the  earnings  of  these  roads  may  have  been  diverted  from  the 
shareholders  to  meet  losses  arising  out  of  railroad  and  other  speculations  West  and 
South,  it  is,  of  course,  impossible  for  us  here  to  state,  but  it  is  a  very  significant 
fact  that  with  the  cessation  of  these  speculations,  the  expense  of  conducting  the 
business  of  the  “  Pennsylvania  system  ”  has  fallen  off  to  an  amazing  degree,  out 
of  all  proportion  to  the  decrease  in  the  extent  of  that  business.  The  Philadelphia 
&  Erie  road  alone  shows  for  1874,  an  increase  of  over  $ 600,000  in  the  net  receipts 
on  that  of  1873,  although  th q  gross  receipts  have  fallen  off  from  two  to  three  hun¬ 
dred  thousand  dollars. 

A  comparison  of  the  business  done  on  the  Pennsylvania  Central  with  that  done 
on  the  other  roads  of  the  “  system,  ”  all  being  alike  subject  to  the  same  condi¬ 
tions  of  trade  and  operated  in  the  same  section  of  country,  places  the  Pennsylva¬ 
nia  road  in  a  position  so  exceptionally  prosperous  that  in  the  absence  of  a  monopoly 


27 


of  a  particular  article  of  merchandise,  universally  required  as  coal  is  to  the  Lehigh 
Valley  and  Reading  roads,  one  almost  unconsciously  takes  it  for  granted  that 
a  respectable  percentage  of  the  receipts  credited  to  the  Pennsylvania  road  are 
derived  from  other  than  legitimate  sources.  What  renders  a  comparison  with 
other  roads  in  its  neighborhood  more  reliable  is,  that  the  real  profits  center  in  the 
local  business,  the  through  business,  as  we  have  already  seen,  being  rather  a 
source  of  loss  than  of  gain  ;  now,  this  local  business  includes  the  carriage  of  four 
and  half  million  tons  of  coal;  but  how  this  was  accomplished  with  only  1847  coal 
cars  is  one  of  these  mysteries  which  baffles  elucidation  ;  the  Northern  Central  road  is 
one  of  the  principal  coal  carriers  from  the  same  coal  fields  which  supply  the  Penn¬ 
sylvania  Central,  but  its  coal  tonnage  did  not  exceed  935,000  tons,  and  required 
4,658  cars  for  its  transportation.  The  Coal  Companies  as  a  rule  have  as  much  as 
they  can  do  to  mine  and  deliver  their  coal  without  furnishing  the  cars  to  convey  it 
to  market,  and,  therefore,  look  to  the  Railroad  Companies  to  furnish  the  requisite 
facilities. 

Furthermore,  the  Report  of  the  officers  to  the  Auditor  General,  represents  the 
mileage  of  the  local  tonnage  in  1873,  to  have  been  nine  hundred  and  fifty-eight 
millions,  which  gives  an  average  of  120  miles  of  carriage  to  every  ton  of  local 
freight  on  a  road  360  miles  long;  but,  when  we  bear  in  mind  that  this  local  ton¬ 
nage  means  the  receipt  and  delivery  of  freight  within  one,  two,  three,  five,  ten, 
twenty  or  more  miles  along  the  line  of  the  road,  just  as  local  passengers  are 
received  and  delivered,  120  miles  for  the  transportation  of  each  local  ton  is  a  very 
large  average  ;  the  local  passenger  mileage  amounted  to  one  hundred  and  seven 
millions,  which  gave  an  average  of  19  miles  traveled  by  each  passenger  on  a  road 
360  miles  long ;  and.  as  the  amount  of  local  travel  along  a  road  bears  some  rela¬ 
tion  to  the  local  business  transacted,  it  would  seem  only  reasonable  that  the  aver¬ 
age  distance  the  local  tonnage  was  transported  should  bear  some  relation  to  the 
average  distance  traveled  by  local  passengers.  A  comparison  with  a  neighbor¬ 
ing  road  will  illustrate  this  more  strongly.  The  average  distance  each  ton  of  local 
freight  was  carried  on  the  Philadelphia  &  Erie  line,  on  a  road  288  miles  long,  was 
81  miles,  instead  of  one-third  that  length,  or  96  miles  as  on  the  Pennsylvania  road  ; 
but  proportionately  this  latter  average  distance  (96  miles)  on  the  Philadelphia  &  Erie 
road  should  be  much  greater  than  on  the  Pennsylvania  Central,  because,  according 
to  the  Directors,  the  country  along  the  line  of  the  Philadelphia  &  Erie  road  is  but 
sparsely  populated,  and,  therefore,  the  distances  between  the  points  of  departure 
and  of  delivery  along  the  road  are  much  wider,  and  consequently,  the  average 
distance  each  ton  of  local  freight  has  to  be  carried  is  considerably  greater;  the 
contrary,  however,  is  represented  to  have  been  the  case,  for  the  average  distance 
local  freight  was  carried  along  the  sparsely  settled  Philadelphia  &  Erie  road  was 
less,  in  proportion  to  the  length  of  the  road,  than  was  the  average  distance  along 
the  well  populated  country  traversed  by  the  Pennsylvania  Central.  The  average 
distance  traveled  by  the  local  passengers  on  the  Philadelphia  &  Erie  road  was  25 
miles,  thus  showing  that  the  average  distance  local  freight  was  carried  was  three 
and  a  quarter  times  greater  than  that  of  the  local  passengers.  Applying  this 
proportional  relation  to  the  Pennsylvania  Central,  we  find  that  the  19  miles  of 
average  distance  traveled  by  each  local  passenger  when  multiplied  by  3^  equals 
62  miles  as  the  average  distance  each  ton  of  local  freight  was  transported  on  the 
much  more  thickly  populated  route  of  the  Pennsylvania  Central.  Let  us,  how¬ 
ever,  be  liberal  in  the  extreme,  and  admit  that  the  average  distance  each  ton  of 
local  freight  was  carried  on  the  Pennsylvania  Central  amounted  to  ninety  (90) 
miles,  the  local  freight  mileage  then,  for  1873,  would  be  seven  hundred  and 
twenty-one  millions  seven  hundred  thousand ;  the  average  charge  for  carrying 
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a  ton  of  local  freight  one  mile  was  1,5696  cts.  (Report,  page  72),  which,  accord¬ 
ing  to  the  liberal  estimate  here  made,  would  give  $11,300,000  as  the  gross 
receipts  from  local  freight,  instead  of  fifteen  millions  and  thirty-two  thousand  as 
stated  to  the  shareholders,  or  a  difference  of  three  millions  seven  hundred  thous¬ 
and  dollars. 

Thus  it  would  appear  that  about  four  millions  of  dollars  were  added  to  the 
Pennsylvania  Railroad  Company’s  receipts  in  1873,  from  sources  foreign  to  its 
legitimate  business.  Pennsylvania  Railroad  shareholders  may  retort,  “Well, 
suppose  this  to  be  the  case,  have  we  any  reason  to  complain.”  There  may  be 
no  reason  to  complain  so  far  as  this  gratuitous  outside  contribution  to  the  receipts 
is  concerned,  yet  no  one  can  deny  the  complaints  will  be  loud  and  deep  enough 
should  those  who  deem  they  have  a  superior  right  to  these  gratuitous  additions, 
institute  proceedings  to  recover  their  alleged  property,  to  say  nothing  of  the  influ¬ 
ence  which  such  a  state  of  affairs  must  have  on  public  opinion. 

RECOMMENDATIONS  OF  THE  COMMITTEE. 

These  recommendations  appear  to  have  emanated  from  two  different  minds  ; 
one  that  really  had  the  interests  of  the  Company  at  heart,  and  the  other  devoted 
exclusively  to  the  interests  of  the  President  and  Directors  ;  the  latter  following 
after  the  first,  and  interpolating  sentences  that  render  the  good  sense  of  the  former 
wholly  nugatory  and  of  no  effect. 

After  elaborating  a  plan  designed  to  give  greater  security  to  the  shareholders, 
and  prevent,  hereafter,  the  exclusive  manipulation  of  their  affairs  by  a  few  prac¬ 
tically  irresponsible  men,  and  winding  up  with  a  list,  from  a  firstly  to  a  fifthly,  of 
the  blessings  that  must  flow  from  the  adoption  of  their  plan,  the  Committee 
bring  it  within  the  category  of  a  farce,  by  concluding  with  the  information  that 
their  plan  cannot  be  adopted  until  the  Company  accepts  the  provisions  of  the 
seventeenth  Article  of  the  new  Constitution  ;  an  acceptance,  they  knew  the  present 
board  of  managers  have  never  advocated,  although  the  provisions  of  that  17th 
Article  strike  at  the  root  of  all  those  evils  which  have  beset  the  shareholders 
nterests  in  the  so-called  “  Pennsylvania  System,”  and  which  provide  for  the 
protection  of  the  shareholder  in  a  much  more  efficient  manner  than  any  portion 
of  the  “  plan  ”  so  elaborately  set  up  by  the  Committee,  apparently  for  no  other 
purpose  than  to  be  deftly  knocked  over  by  them. 

The  following  is  one  of  the  several  instances  wherein  the  Committee  have  delib¬ 
erately  contradicted  themselves.  On  pages  165  and  166,  they  use  this  language  in 

reference  to  the  Directors  and  President :  “  Being  absorbed  in  their  own  private 
affairs,  they  (the  Directors)  cannot  give  the  time,  even  if  they  had  the  knowledge, 
to  do  much  more  than  stand  before  the  stockholders,  responsible  only  for  the 
honesty  of  the  management, — to  protect  them  from  the  improper  use  of  the  funds 
or  property  of  the  Company— so  that  the  boards  are  almost  wholly  influeecd  in 
their  actions  by  the  views  of  the  President,  and  the  power  of  the  corporation 
quietly  and  surely  glides  into  his  hands.  With  this  power  the  President  makes 
and  unmakes  Directors ,  thereby  seriously  affecting  the  morale  of  the  boardP 

Contrast  this  language  with  that  on  page  175,  in  the  first  section  of  the  proposed 
plan,  where  the  Committee  recommend  that  a  committee  of  seven  stockholders,  to 
choose  directors  for  the  ensuing  year,  shall  be  appointed  by  the  chairman  of  the 
stockholders’  annual  meeting;  as  if  it  were  not  a  fact  only  too  notorious,  that  said 
Chairman  has  for  years  past  been  forced  on  the  stockholders  by  the  President  and 
Directors,  for  no  other  reason  than  that  he  was  devoted  solely  to  the  interests  of 
those  officers. 
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As  if,  however,  to  place  the  real  intent  and  animus  of  the  Committee  in  the  fullest 
light,  and  expose  their  deference  to  the  present  management  of  the  road,  the 
Committee  recommend,  last  paragraph,  page  179,  that  this  stockholders’  committee, 
appointed  by  a  chairman  of  the  President’s  selecting,  shall,  in  consultation  with 
the\  Presidetit  name  the  Vice  Presidents,  who  shall  be  recommended  for  election 
by  the  board  of  Directors. 

And  on  page  192  the  Committee,  in  language  still  more  direct  and  unmistakable 

recommend — “  That  to  secure  the  nomination  of  suitable  and  qualified  persons  for 
the  office  of  Directors,  there  shall  be  appointed  at  each  annual  meeting,  as  it  may 
determine,  a  committee  of  seven  stockholders  of  the  Company,  who  shall  select 
and  nominate,  after  conferring  with  the  President,  ten  persons,  &c., 
and  that  *  *  *  it  shall  be  the  further  duty  of  the  Committee,  after 

conferring  with  the  President,  to  select  the  proper  persons,  not  exceeding 
four  in  number,  who  shall  be  recommended  for  election  by  the  Directors  as  Vice 
Presidents.” 

What  renders  these  recommendations  of  the  Committee  extremely  dangerous  to 
the  stockholders  is,  that  they  are  embodied  in  the  form  of  a  “  Resolution  ”  to  be 
offered  for  the  acceptance  of  the  shareholders  at  their  next  annual  meeting;  and 
no  means  will  be  left  untried  to  force  the  stockholders  into  accepting  the  resolu¬ 
tions,  since,  that  once  effected,  the  hands  of  the  shareholders  will  be  forever  tied 
and  their  property  placed  beyond  recall  in  the  power  of  any  unscrupulous  clique 
that  may  fasten  itself  upon  the  Company  until  it  becomes  irretrievably  bankrupt. 

The  Committee,  to  earn  a  reputation  for  impartiality,  indulge  occasionally  in  a 
little  mild  reprobation,  but  always  of  something  that  is  beyond  recall,  and  cannot 
be  remedied  by  any  amount  of  condemnation.  It  will  also  be  observed  that  when¬ 
ever  they  find  fault  it  is  apparently  for  the  purpose  of  exalting  the  present  managers 
into  public  estimation  ;  for  the  practices  condemned  are  invariably  alluded  to  as 
having  been  done  by  the  former  board  of  managers,  whereas  the  present  board 
and  the  former  board  are  essentially  one  and  the  same.  The  bulk  of  the  acts 
which  ought  to  provoke  the  severest  condemnation,  were  committed  during  the 
past  four  years.  A  reference  to  the  names  of  those  who  constituted  the  managers 
and  chief  officers  of  the  road  during  this  period,  will  reveal  them  to  have  been( 
with  a  few'  unimportant  exceptions,  the  same  every  year  since  1869. 

It  has  always  been  taken  for  granted  in  civilized  communities,  that  when  a  man 
dies  his  faults  are  buried  with  him.  That  the  late  President  of  the  Pennsylvania 
Railroad  Company  was  an  absolutely  perfect  man  his  most  ardent  admirers  do 
not  admit,  nevertheless,  it  must  be  deemed  very  questionable  delicacy  on  the  part 
of  his  successors,  to  court,  as  they  do,  popularity  with  the  shareholders,  by  either 
representing  or  having  it  represented,  that  they  are  not  responsible  for  any  of  the 
evils  which  have  overtaken  the  Company.  They  charge  these  upon  a  man  now 
in  his  grave,  and  therefore  unable  to  defend  himself  against  the  insinuations  of  his 
former  co-mates,  who  do  not  hesitate  to  assert  they  had  always  condemned 
bis  policy,  yet  notwithstanding  their  disapprobation,  remained  with  him  year  after 
year,  and  carried  out  his  behests  with  so  much  vigor  that  the  reputation  of  the 
veteran  President  had  already,  prior  to  his  death,  begun  to  pale  before  that  of  his 
younger  compeers. 


CONCLUSION. 


In  this  brief  setting  forth  of  the  Report,  we  have  shown  that  the  road  and  all 
connected  therewith,  instead  of  costing,  as  the  Committee  assert,  fifty-five  and 
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three-quarter  millions,  did  not  upon  the  highest  authority  cost  more  than  thirty- 
five  and  a  half  millions.  That  of  the  capital  stock  subscribed  to  increase  the 
business  facilities  of  the  road,  twenty-three  millions  of  dollars  have  been  sunk. 
That  the  stocks  and  bonds  owned  by  the  Company  are  not  worth,  after  the  most 
liberal  estimates,  more  than  thirty-four  millions ;  that  their  cost  exceeded  fifty  mil¬ 
lions,  and,  therefore,  the  Company  has  lost  through  these  investments  sixteen 
millions.  That  the  real  estate  could  not,  under  the  most  favorable,  truthful  exhibit 
be  worth  more  than  ten  millions.  That  the  equipment  instead  of  being  worth  the 
extravagant  price  named  by  the  Committee,  can  hardly  be  deemed  as  valuable 
as  the  estimates  placed  upon  it  by  the  Directors.  That  there  are  at  least  thirteen 
millions  of  book  accounts  of  which  the  Committee  have  been  unable  or  unwilling 
to  furnish  any  explanation,  and  that  the  General  Account,  after  being  revised  in 
accordance  with  these  facts,  shows  a  debit  to  profit  and  loss  of  over  ten  millions  ; 
and  that  the  stock,  instead  of  being  worth  eighty-seven  dollars  a  share,  has  no 
greater  intrinsic  worth  than  forty-two  and  a  half  dollars  per  share. 

We  have  also  shown  that  after  an  expenditure  of  twenty  millions  upon  the  lines, 
stocks  and  bonds,  of  railroads  outside  the  State,  and  guarantees  of  annual  profits 
to  these  roads  of  eleven  millions,  to  secure  a  through  freight  and  passenger  busi¬ 
ness,  the  amount  of  this  business  obtained  after  these  sacrifices  and  obligations, 
did  not  exceed  what  the  road  would  have  obtained  in  the  natural  course  of  events 
without  any  of  these  vast  expenditures  and  guarantees.  We  have  also  set  forth 
the  deleterious  influences  exercised  upon  the  Company  by  the  Transportation  Com¬ 
panies.  We  have  shown  that  the  lines  east  of  Pittsburg,  instead  of  earning,  as  the 
Committee  say,  7  87-100  per  cent,  on  their  capital  and  debt,  did  not  earn  more 
than  5^  per  cent.;  that  the  Pennsylvania  Central  with  its  subsidiary  branches 
instead  of  earning  12  22-100  per  cent.,  did  not  earn  more  than  seven  per  cent., 
and  that  the  entire  so-called  “  Pennsylvania  System/’  including  the  Pennsylvania 
Central,  did  not,  after  paying  interest  on  the  bonded  and  floating  debt,  earn  for 
the  shareholders  more  than  a  three  per  cent,  dividend.  We  have  also  set  forth 
how  it  was  the  shareholders  of  all  the  roads,  excepting  the  Pennsylvania  Central, 
fared  so  badly,  and  at  whose  expense  the  shareholders  of  the  Pennsylvania  road 
were  enabled  to  obtain  their  exceptional  rate  of  dividends. 

We  have  passed  in  review  the  recommendations  of  the  Committee,  exposed 
their  partisan  character,  and  warned  the  shareholders  against  adopting  the  Resolu¬ 
tions  of  the  Committee,  as  such,  and  particularly  Resolution  5,  on  page  192  of  the 
Report. 

PRO  BONO  PUBLICO. 

February,  1875. 
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